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CHAPTER 1 MAYOR’S FOREWORD & EXECUTIVE SUMMARY 

FOREWORD BY THE MAYOR OF THE NALEDI LOCAL MUNICIPALITY, CLLR S T MODISE 

In the 2015/16 financial year we geared our efforts to providing our communities with basic 
services, as we worked towards normalizing the consistent delivery of services. We’ve seen a 
huge improvement in the uninterrupted provision of water and other services throughout the 
municipality; which has restored the public’s confidence in the municipality. 

The 2015/2016 unqualified audit opinion bears testimony to the above. 

The Department of Cooperative Governance and Traditional Affairs introduced the ‘back-to- 
basics” approach and it is with great pleasure that Naledi Local Municipality has been consistent 
in terms of timeous reporting to the Department. 

It is with pleasure that I present the Annual Report of the Naledi Local Municipality for the 
2015/16 financial year to Council, to our community and to all our Stakeholders. 

This report reflects the state of affairs for the period July 2015 to June 2016. Despite the 
challenges there is an effort towards better performance as we build on the legacy of 
democratic local governance. 

Building on the progress made in 2015/16 we will continue with our efforts to achieve our 
objectives in terms of service delivery, compliance with legislation and achieving a clean audit. 

I want to express my sincere appreciation to our councillors, the community of Naledi, the 
Municipal Manager and each member of staff for their contribution and support during the past 
year. 



S T Modise 

Mayor of Naledi Local Municipality 
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MESSAGE FROM THE MUNICIPAL MANAGER OF NALEDI, MR M T SEGAPO 

The Annual Performance Report is hereby submitted to the Naledi Municipal Council in terms of 
the Municipal Systems Act (MSA), 32 of 2000, section 46(1) and (2), as well as the MFMA 
Circular on annual reporting. This report covers the performance information from 01 July 2015 
to 30 June 2016 and focuses on the implementation of the Service Delivery Budget and 
Implementation Plan (SDBIP), in relation to the objectives as encapsulated in the Municipality’s 
Integrated Development and Plan (IDP). 

This Report reflects actual performance of the Municipality as measured against the 
performance indicators and targets in its Integrated Development Plan (IDP) and Service 
Delivery and Budget Implementation Plan (SDBIP) for 2014/2015. 

The format of the report will reflect the Municipality’s Key Performance Indicators (KPI) per 
Municipal Key Performance Area. Each Key Municipal KPA have number of Municipal Key 
Focus Areas (KFA’s) which was deliberately designed by the Naledi Local Municipality to focus 
its development initiatives in a more coherent and organised manner. 

This report will also endeavors to report to Council the Municipality’s performance in terms of 
the five (5) National Government’s Strategic key Performance Areas for local government, 
which are (1) Basic Service Delivery; (2) Local Economic Development; (3) Municipal 
Institutional Transformation and Development; (4) Municipal Financial Viability and Management 
and (5) Good Governance and Public Participation. 

We are deeply concerned about the cash flow problems in Naledi Local Municipality and as a 
result many of our community needs could not be included in our plans due to the financial 
situation. Attention is however focused on the latter and cost containment measures and income 
generating strategies are being employed where possible. 

I am pleased to report that despite the challenges we have seen an improvement in 
performance. 

I want to thank the Mayor of Naledi, the executive and the councillors for their strategic direction 
and support. A special word of appreciation also goes to the Dr Ruth S Mompati District 
Municipality and the Bokone Bophirima Department of Local Government and Traditional 
Affairs. I also want to pay tribute to the dedicated staff members of the municipality who ensure 
the effective day-to-day running of our activities. Through our collective efforts we are steadily 
improving the quality of service delivery to the community of the Naledi Local Municipality. 


M T Segapo 

Municipal Manager 
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EXECUTIVE SUMMARY AND OVERVIEW OF MUNICIPALITY 


Background and Profile: 

The Naledi Local Municipality is situated in the Dr Ruth S Mompati District of South Africa’s 
North West Province. It covers an area of approximately 7 264 square kilometres and is divided 
into ten wards representing the interests of the communities of Vryburg, Kismet Park, Huhudi, 
Colridge, Dithakwaneng, Stella and Devondale. 

The municipality has a population of 66 781 - according to the Census 2011 which is a minor 
growth rate from the previous Census explained by an out-migration to the cities. The average 
household size reduced from 4,3 people/household in 1996 to 3,4 people/household in 2011. 
The population thus consists of 18 572 households, this is important to factor into future housing 
and service needs projections. 

More than 74% of the population is African and 50% of which is female. 

The dependency ratios (children and pensioners dependent on the potentially economic active 
population) are down from 62,5% in 1996 to 56,2% in 2011. 

The level of education in the area rised significantly with citizens with higher education almost 
doubling in amount from 2001 to 2011 (1860 to 3560 people). Grade 12 and secondary school 
level education in the municipality also increased significantly. 

Of the 18 314 households in Naledi some 82% live in formal dwellings. This represents a steady 
increase towards formal dwellings since 1996 although the housing backlog also continues to 
grow. 

Agriculture and hunting are the strongest contributors to the municipality’s economy, jointly 
responsible for 21% of employment. Other important job creating sectors are finance and 
insurance (8%), public administration (8%), health and social (5.8%) and transport (5%). 

Total revenue of the Naledi Municipality during the 2015/16 financial year was R 319,803,746 of 
which the bulk is derived from service charges, grants and subsidies from national and 
provincial government and property rates. Expenditure amounted to R 418,573,540 and items 
below the line of R161, 612 resulting in a deficit of R98,608,182. 

Basic Service Delivery and Infrastructure: 

Cashflow problems impacted negatively on service delivery and many community needs were 
not included in the budget, for example: 

• New main sewerage line 

• Upgrading of sewerage reticulation system 

• Upgrading of Banquet hall kitchen and ablution facilities 

• Upgrading of the link road to Devondale 

• Migrating water meters from inside yards to the sidewalk 
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• Installation of electricity house connections 

• Construction of a transfer station in wards 3 and 4 

100% of the MIG allocation was spent by the municipality and an additional allocation by 
COGTA was made which was also 69, 71% implemented as at end of June 2016. 

Refuse removal services provided a service to 1500 additional households and maintained the 
standard with existing clients. 


CBD: Street cleaning and street lights 

Visitors to the town acknowledge the generally clean streets and maintenance on street lights 
when compared to other small towns. 

Water: 

According to the Census 2011 a total of 18191 households in the Naledi Local Municipality have 
access to acceptable levels of water services, of these, 80% use piped water inside their 
dwellings. 

Providing consistent water to clients has seen an improvement in 2015/16 due to the reliability 
of bulk water supply by the District Municipality from Pudumoeng. 

Reservoir levels have not fell below 80% during the 2015-2016 financial year. 

Phase 1 of the water demand construction management is underway with new bulk metres on 
boreholes installed. 

All boreholes were refurbished in the 2015-2016 financial year 

Roads: 

The municipality performed various operational activities in the roads programme and the 
achievements are highlighted in Table 1: 


Indicator 

2015-2016 

Km of re-gravelled roads 

2161m^ 

M^ patched potholes 

32496m'^ 

M"* of water channel developed 

0 

Catch pits 

2 

M"^ side walk repaired 

732rT? 

Speed humps 

20 

Resealing 

8246m^ 


Table 1. Roads programme performance 
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Electricity: 

There are 470 new street lights installed for the year at Extension 25. Twelve (12) new 
high masts lights were also installed four (4) in Huhudi, one (1) in Devondale, three (3) 
in Rekgaratihile and four (4) at Dithakwaneng. 

The DOE funded the municipality to the tune of R 5,500,000.00 for electrification of 500 
households at Extension 28. Motia Consulting Engineers has been appointed as Project 
Managers. Omohle Electrical Contractors are the implementers of the project. The 
contractor is already on site. 

There are 20 local workers, including a CLC who were appointed since 07 March 2016 
on the above mentioned project. 

Routine maintenance and repairs are done on the electricity network as and when 
problems are identified. 

Sanitation: 

The backlog in the provision of sanitation has been steadily reduced since 1996. 12 879 (69%) 
households in Naledi have access to flush toilets which are connected to the sewerage 
systems. 

The New Waste Water Treatment Plant construction started in May 2016. The project is a 
multiyear project that is expected to be completed within 3 years with a total cost of 180 million 
rands. 

The industrial sewer pump station was also refurbished resulting in no spillages into the river 
stream. 


Town Planning: 

The town planning unit maintained the performance level of evaluating building plans within 30 
days and processing town planning applications within 102 days after submission, as required 
by legislation. 

The municipality is at an advanced stage in terms of implementing the Spatial Planning and 
Land Use Management Act as the SPLUMA By-Laws have already been promulgated.\ 

Immovable Properties Policy 

An immovable properties policy was developed and adopted by Council during the 2013/14 year 
and new rates and valuations implemented in 2014/15. 

Financial Viability: 

One of the primary objectives of Council is to build a sustainable and effective Municipality. In 
the management of the finances priority attention is given to the areas of maximizing revenue 
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and the effective management of the municipality’s assets.Among the highlights of the past year 
are listed below: 

• The municipality started the process of integrating rates accounts into service 
accounts and this process forms part of the municipalities financial systems. 

• 100% of meters are being read on a regular basis. 

• An application for the funding was approved by SANEDI for smart metering 

project (electricity and water meters) and implementation started in the 

2014/2015 financial and is ongoing. 

• Consumer accounts are being sent timeously to account holders on or before 
01^‘ of each month. 

• The municipality are using the new Pastel financial system effectively 

• The Council’s indigent register is being updated on a regular basis. 100% of 

registered indigents receives free basic services and old debts written off; 

• The municipality’s asset register is GRAP compliant and is constantly updated. 

• The number of audit exceptions relating to finance in the Auditor General’s 
Report was reduced. 
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CHAPTER 2 GOVERNANCE 


Good governance and public participation deals with community participation; outreach and 
communications. 

Municipal Integrated Development Planning and Performance Management need to be 
informed by community issues and interests and since the Council is accountable to the 
community, governance structures and systems are reflected upon in this chapter. 


2.1 GOVERNANCE STRUCTURES 


Political Governance Structure 

The Naledi Local Municipality consists of 18 councillors of which nine have been elected in 
wards and nine through the proportional representation system. The African National Congress 
holds a majority of 12 elected representatives while seven councillors form part of the official 
opposition, the Democratic Alliance and one represents the Congress of the People. Cllr S T 
Modise (ANC) serves as Mayor of Naledi and also chairs the multi-party executive committee. 
The Speaker, Cllr N G Mathiba (ANC) is the Chair of Council. Five scheduled meetings and five 
special meetings of Councils were held during the year under review. 
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The council political and gender composition are: 


Name 

Gender 

Position 

Political Party 

Cllr Moroka 

Female 

Exco 

ANC 

Cllr Bareng 

Female 

N/A 

ANC 

Cllr Mogale 

Male 

N/A 

ANC 

Cllr Pretorlus 

Female 

Exco 

DA 

ClIrThekIsho 

Female 

MPAC member 

ANC 

Cllr Mathiba 

Female 

Speaker 

ANC 

Cllr Coetzee 

Male 

N/A 

DA 

Cllr Renoster 

Male 

N/A 

DA 

Cllr Adonis 

Male 

MPAC member 

DA 

Cllr Kgajane 

Male 

N/A 

COPE 

Cllr Moloi 

Female 

MPAC member 

DA 

Cllr Nchochoba 

Male 

MPAC member 

ANC 

Cllr Kgodumo 

Male 

MPAC member 

ANC 

Cllr RamorogadI 

Male 

MPAC member 

ANC 

Cllr Groep 

Male 

Exco 

ANC 

Cllr Matobo 

Male 

MPAC interim chair 

ANC 

Cllr Modlse 

Male 

Mayor 

ANC 

Cllr Lekgetho 

Male 

MPAC 

ANC 


Table 2. council political and gender composition 


Administrative Governance Structure 

The Municipal Manager, Mr M T Segapo leads a workforce of 442 officials spread across five 
departments - Community Services and Housing; Administration and Corporate Services, 
Technical Services and Facilities Management, Budget and the Treasury and the Office of the 
Municipal Manager. 

In addition to the 442 permanent officials, the Municipality employs 20 interns, 81 ward 
committee members, 281 capital workers and 311 EPWP workers 


2.2 INTERGOVERNMENTAL RELATIONS 

Intergovernmental relations is the responsibility of the District Municipality, all activities related 
to IGR are handled at district level. The municipalities have established a relationship between 
themselves and sector departments with the intention of enhancing joint planning. 

The community needs were discussed at an IDP representative forum which was held on 17 
March 2015. 
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2.3 PUBLIC ACCOUNTABILITY AND PARTICIPATION 


Public Meetings 

The municipality led by the Mayor engages in an intensive and interactive public participation 
exercise during the development of the Integrated Development Plan document in the 
2015/2016 FY. The planning processes conducted by the Municipality are highly participatory in 
nature. 

However in the 2015/2016 Financial Year the municipality scheduled ward based meetings from 
the 15*^ February 2016 to the 25"^ February 2016 which did not materialize due to non- 
attendance. Furthermore on the 27*^ of May 2016 all ward communities were presented with the 
opportunity to provide inputs of their respective communities into the Draft Budget and I DP 
2016/2017. 

Dates of public ward meetings were published in the local newspaper on 10 February 2016 
(Notice No2-2016) and flyers were also distributed in each ward as a mobilization strategy, 
however more could have been done as these meetings never materialized. 


IDP Participation and Alignment 

Public participation in the municipality is managed from the office of the Speaker. The 
municipality engages in public participation through: scheduled ward public meetings 
coordinated by ward committees; and public engagements on municipal processes led by the 
Mayor and the Executive Committee (for instance the community based planning and budget 
process). 

Council approved an IDP process plan and the 2016/17 Integrated Development Plan was 
reviewed and adopted by Council following meetings of the IDP Representative Forum. The 
Annual Report for 2014/15 as required by Section 127 of the Municipal Finance Management 
Act was adopted by Council in March 2015. 

The Office of the Premier provided detailed ward based analysis on backlogs in Naledi Local 
Municipality and extracts from these findings are provided as Annexure A. Together with ward 
based public participation and IDP adopted strategic interventions these factors guide the 
budget process. 

The Integrated Development Plan of Naledi Local Municipality captured a vision, mission and 
set of values. The IDP priorities were informed by ward based planning. The following set out 
this context: 
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VISION, MISSION AND VALUES 


VISION 

To provide quality, sustainable and equitable services 


MISSION 

We will deliver adequate and sustainable services to our community by: 

• Promoting social and economic development 

• Being transparent, accountable and accessible 

• Collecting revenue and using resource effectively and efficiendy 

• Promoting learning, innovation and growth within the institution 

• Adhering to Batho Pele Principles 
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Municipal priorities and powers and functions of the municipality 

The municipal priorities set out in the Integrated Development Plan and legislated powers and functions guided the budget and 
activities of the municipality (refer to Table 4 below): 


PROJECTS 

ISSUE 

REASON 

LOCATION 

PROGRESS 

PROJECT DURATION 


Completion of the RDP Houses in 
South of Ward 4 

There are a number of unoccupied and 
incomplete RDP houses south of Huhudi 
with beneficiaries allocated 

Ward 4 

No Progress 


Dilapidated Housing Programme 
to be extended 

Dilapidated houses which are a hazard to the 
occupants 

Ward 8 & 9 

The programme is running in all 
wards 


Formalisation of the Informal 
settlement in Colridge 

The informal settlement in colridge is not 
organised and has a bearing on the quality of 
service delivered 

Ward 2 and 3 Colridge 

21 Units established through 
township establishment in 

March 2015 


The old Municipal Houses with 
Asbestos Roofing to be renovated 
because the Asbestos is a health 

harzard for habitants 

Asbestos is a health Harzard, some of the 
municipal houses still has Asbestos Roof 

Ward 8 

No Progress 


Municipality to give owners of the 
RDP houses Title Deeds 

Many RDP houses beneficiaries do not have 
Title deeds 

Ward 1 and Devondale 

Request for support is 
submitted to the province 


Construction of RDP Houses 

There is a growing demand of Houses in 

Ward 1 

Rekgaratihile, Geduld 

Span 

Project not done 


Review of the Housing Sector Plan 

The SDF is long overdue 

All Wards 

New 



Establishment of a Multipurpose 
Center in Ward 8 for Youth 
Development 

There is a need for a multipurpose center in 
Huhudi because it will assist in nurturing the 
talent and reduce social ills in the area 

Ward 8 

Phase 2 of Sport Facilities is 
registered with MIG 


Huhudi Swimming Pool 

The swimming pool is dilapidated and abused 


Project is registered with MIG 
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Conversion of the Old Cemeteries 

The old cemeteries occupy huge pieces of 

Ward 6 & 9 

Project for fencing of all 


in Pholoholo and Hoffman Galeng 

land and are not properly maintained thus 


cemeteries to be registered 


(north)streets into memorial parks 

attracting criminal activities 


with MIG 



PROJECTS 

ISSUE 

REASON 

LOCATION 

PROGRESS 

PROJECT DURATION 

Additional Services Pay point 
(Colridge) 

The municipal services pay points are 
inaccessible for the elderly who are pensioners 
and do not have care givers to handle these kind 
of errands for them 

Wards 2&3 Colridge 

Project not done 


Upgrading of the Banquette hall 
kitchen and Ablution facilities 

The kitchen and ablution facilities at the 

Banquette hall are not in a good state 

Ward 7 

Project not done 


Construction of Social amenities 

and Service centres for the 
community of Ext 25 
&28(Schools, Clinic, Parks, etc) 

In most instances new establishments without 

amenities result in increased social ills 

Ward 6 

To be registered with MIG 
for implementation in 
2017-18 


Land ownership issue to be 
expedited 

The land in Devondale belongs to the Roman 
Catholic Church and therefore can't be 
developed by Government 

Ward 2 Devondale 

No Progress made 


The used Public or unmaintained 
private buildings and or other 
properties be confiscated by the 
municipality 

The unmaintained properties become cocoon for 
criminal elements and activities, eg; (NRC- 
Teba) 

Ward 9 

No Progress made 


Construction of New Municipal 

Offices 

There is a need for Offices in Stella 

Ward 1 

New 


Construction of Rekgaratihile 
Community Hall 

The Community uses the Hall that is far from 

them 

Ward 1 

New 


Installation of Smart meters at 

Stella 

There is a need to reduce electricity Loss 

Ward 1 

New 
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The halls are not in a usable state 


Renovation of Kismet / Colridge 
Hall 

Graves in Pholoholo and 
Hoffman Galeng Street to be The grave site is currently converted into illegal 
maintained and converted into a dumping site 
memorial park 

Integrated Maintenance Master There is a need for the Maintenance Master 
Plan Plans 


Ward 3 & 7 


New 







Ward 6 & 9 

PROJECT NOT DONE 

N/A 


All Wards 

New 
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PROJECTS 

ISSUE 

REASON 

LOCATION 

PROGRESS 

PROJECT 

DURATION 


Construction of New Clinics 

There is no clinic in Ward 4, the nearest clinic for 
the community of Ward four is over 2km far. 

Ward 5 and 4 

Mobile Clinic was 

scheduled for Ward 4 


At Dithakwaneng Village there is no formal 
structure of a clinic and a mobile clinic is 
inadequate for the community and it is always 
late and closes earlier than expected 

Ward 5 

No Progress 


Area Lighting 

Additional High Mast light betwwen Indian 

Centre and Huhudi 

Ward 6 

Project Not done 


Street lights 

Street Lights in the South East of Ward 9 & 10 

Ward 9 & 10 

Project Not done 


Electricity Household 

Connections 

500H/H, 500H/H and lOOH/H 

Ext 28 

New 


Electricity Master Plan 

There is a need for Electricity Master Plan 

All Wards 

New 



Distribution of Refuse Bins to 

prevent Illegal Dumping 

Plastic refuse bags are often not distributed to 
communities resulting in illegal dumping 

Ward 8, 2, 4, 6 & 3 

Project not done 

N/A 

Construction of a Transfer 

station in Ward 4 & 3 

The nearest legal dumping site to Ward 4 and 3 
community is more than 1km away from 

furthest house in both wards 

Ward 4,5 & 3 

Project not done 

N/A 

Construction of Land Fill site to 

be expedited 

Stella does not have a landfill site 

Ward 1 and greater 

Vryburg 

New 

N/A 

Construction of a Buy Back cen 

There is a need to complete Buy-Back centre 

Greater Vryburg 

New 


Purchasing and Distribution of 

Wheeled Refuse Bins 

There is a ned for Wheeled refuse Bins 

Greater Vryburg 

Project not done 


Purchasing of a Compactor Truck 

There is only one compactor Truck for the whole 

of Naledi 

Greater Vryburg 

Project not done 
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Development of Solid Waste 
management Master Plan 


There is a need for Solid Waste Management 
Master plan 





PROJECTS 

ISSUE 

REASON 

LOCATION 

PROGRESS 

PROJECT DURATION 

upgrading of roads: 

The identified roads are sloping and 
channels water during rainy season 
and are impassable 
motorists are speeding on the 
upgraded roads without being 
cautious of pedestrians and children 

Ward 1 D. Afrika, T Mbeki, 

Mandela & Sol Plaatjie 

NEW 


Ward 2&3: Matopie, Swarthaak, 
Flamink, Share Crescent 

New 


Ward 5: Dithakwaneng Link Road 

New 


Ward 4: Makgobi, Pitso and 
Keitebetse Street 

New 


Ward 6: Mogopela and Bakery Str 

New 


Ward 7:De Kock Street 

Project not done 


Construction of Speed humps 

motorists are speeding on the 
upgraded roads without being 
cautious of pedestrians and children 

Ward2&3 

Kraanvoel, skool, Swarthaak and 
Papagai St 

Project not done 


Ward 6 

Mariri, metsi, Strijdom, and 

Mandela str. 


Ward 7:Voortrekker & Noord str 


Ward 8:AII newly upgraded streets 


Ward 9:Segawana North & 

Hoffman Galeng str 


Ward 5:AII upgraded roads 

New 



Migrating all Water meters to the 
sidewalks 

No reason or adequate information 
provided 

Ward? 

Project not done 

N/A 

Removal or Repairs of Solar 

Geysers 

Most solar geysers installed are not 
working and waste water 

Ward 1 

Project not done 

N/A 

Additional water stand pipe for 

the informal settlements 

Informal settlement is growing 

Devondale 

Project not done 

N/A 

Construction of a Sewer Plant in 

Vryburg 

New Sewer plant in Vryburg 

Greater Vryburg 

NEW 
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Development of Water and 
Sanitation Master Plan 


There is no water and Sanitation 
Master plan 


L 


All Wards 


New 
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PROJECTS 


ISSUE 

REASON 

LOCATION 

PROGRESS 

PROJECT 

DURATRION 


A satelite Police Station be established 

high crime rate involving gangsters is in Ward 4 and 
Stock Theft is rife in Devondale and Dithakwaneng 

Devondale & Ward 4 

Ward 5 

Project not done 

N/A 


Fencing and Paving around 

Colridgeand Huhudi Cemetery 

The cemetery is not properly covered and it is also 
situated in an area which is always affected by the 
sewerage spillage 

Ward 2,3 and 8 

Project not done 

N/A 


FET College Constructed 

no Fligher education institution in and around 

Vryburg, the nearest is ± 60km away 

Ward 9 

Project not done 


Construction of a Primary School at Ext 
28 

There is a need for a Primary School in the new 
establishments 

Ext 28 (ward 7) 

new 



Table 3. IDP Issues and Projects identified 
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The following functions were performed by the municipality in the 2015/16 financial year: 

Dr Ruth 

Mompati 

Naledi 

Governance and Administration 

Yes 

Yes 

Water Services 

Yes 

Yes 

Municipality is water services authority 

Yes 

No 

Municipality is water services provider 

No 

Yes 

Electricity and Gas Reticulation 

No 

Yes 

Electricity 

No 

Yes 

Street lighting 

No 

Yes 

Municipal Transport 

Yes 

Yes 

Municipal public transport 

Yes 

No 

Municipal airports 

No 

Yes 

Waste Management 

Yes 

Yes 

Refuse removal 

Yes 

Yes 

Refuse dumps/solid waste disposal 

Yes 

Yes 

Cleansing 

No 

Yes 

Roads and Storm water Systems 

Yes 

Yes 

Municipal roads 

Yes 

Yes 

Storm water systems in built-up areas 

Yes 

Yes 

Municipality performs the 'District' roads function 

Yes 

No 

Community and Sociai Services 

No 

Yes 

Local amenities: Regulation & facilitation 

No 

Yes 

Local amenities: Service provision 

No 

Yes 

Local sports facilities: Regulation & facilitation 

No 

Yes 

Local sports facilities: Service provision 

No 

Yes 

Municipal parks and recreation: Regulation & facilitation 

No 

Yes 

Municipal parks and recreation: Service provision 

No 

Yes 

Public places: Regulation & facilitation 

No 

Yes 

Public places: Service provision 

No 

Yes 

Child care facilities: Regulation & facilitation 

No 

Yes 

Child care facilities: Service provision 

No 

No 

Cemeteries, funeral parlours and crematoria: Regulation & facilitation 

No 

Yes 

Cemeteries, funeral parlours and crematoria: Service provision 

No 

Yes 

Libraries: Regulation & facilitation 

No 

No 

Libraries: Service provision 

No 

Yes 

Museums: Regulation & facilitation 

No 

No 

Museums: Service provision 

No 

Yes 

Planning and Development 

Yes 

Yes 

Municipal planning 

Yes 

Yes 

Building regulations 

No 

Yes 

Land-use management 

Yes 

Yes 

Property development (non-municipal property) 

No 

No 

Emergency Services 

Yes 

Yes 

Fire fighting: Authority 

Yes 

No 

Fire fighting service provision 

No 

Yes 

Rescue services 

Yes 

Yes 

Disaster management 

Yes 

Yes 

Municipal Health 

Yes 

Yes 

Municipal health: Regulation & facilitation 

Yes 

No 

Municipal health: Service provision 

No 

Yes 
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Licensing and control of undertakings that sell food to the public: Regulation 

No 

No 

Licensing and control of undertakings that sell food to the public: Service provision 

No 

No 

Noise pollution: Regulation & facilitation 

No 

No 

Noise pollution: Service provision 

No 

No 

Pounds: Regulation & facilitation 

No 

Yes 

Pounds: Service provision 

No 

No 

Accommodation, care and burial of animals: Regulation & facilitation 

No 

Yes 

Accommodation, care and burial of animals: Service provision 

No 

No 

Licensing of dogs: Regulation & facilitation 

No 

Yes 

Licensing of dogs: Service provision 

No 

No 

Primary Health Care 

No 

No 

Primary Health Care 

No 

No 

Environmental Management 

Yes 

Yes 

Environmental planning 

Yes 

Yes 

Bio-diversity management 

Yes 

Yes 

Climate change interventions 

No 

Yes 

Alternative energy planning 

No 

Yes 

Air pollution 

Yes 

No 

Economic Development 

Yes 

Yes 

Local tourism: Regulation & facilitation 

Yes 

No 

Local tourism: Service provision 

No 

No 

Markets: Regulation & facilitation 

No 

No 

Markets: Service provision 

No 

No 

Abattoirs: Regulation & facilitation 

No 

No 

Abattoirs: Service provision 

No 

No 

Trading regulations: Regulation & facilitation 

No 

Yes 

Trading regulations: Service provision 

No 

No 

Street trading: Regulation & facilitation 

No 

Yes 

Street trading: Service provision 

No 

No 

Billboards and the display of advertisements in public places: Regulation & facilitation 

No 

Yes 

Billboards and the display of advertisements in public places: Service provision 

No 

No 

Fences and fences: Regulation & facilitation 

No 

Yes 

Fences and fences: Service provision 

No 

No 

Control of undertakings that sell liquor to the public: Regulation & facilitation 

No 

Yes 

Control of undertakings that sell liquor to the public: Service provision 

No 

No 

Local economic development: Regulation & facilitation 

Yes 

Yes 

Local economic development: Service provision 

No 

No 

Housing 

No 

Yes 

Housing facilitation (managing developers, housing lists etc) 

No 

Yes 

Acting as developer of housing 

No 

Yes 

Landlord (owning and managing housing stock) 

No 

Yes 

Traffic and Poiicing 

No 

Yes 

Traffic and municipal police 

No 

Yes 

Community safety 

No 

No 

Control of public nuisances 

No 

Yes 

Driver licensing 

No 

Yes 

Motor vehicle licensing 

No 

Yes 


Table 4. Powers and functions performed 
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The review of the IDP acknowledged the vision, mission and values of the municipality and kept 
the priorities in tact. The IDP draws on the findings and recommendations contained in the 
comprehensive Spatial Development Framework presented to the Municipality in January 2013 
and adopted by Council in March 2014. The Naledi Local Municipality vision for the area is 
highlighted: 

“To establish Naledi as an integrated regional economic node that is focused on 
intelligent support for business and community development embedded in a sustainable 
green environment.” 

Based on the needs analysis conducted during previous IDP processes and the Spatial 
Development Framework (SDF) 2013, the following key strategic interventions were confirmed 
and adopted in the Integrated Development Plan, May 2016: 

1. Regional development hub 

2. CBD revitalisation 

3. Development of the cattle industry 

4. Growth of the game farming, hunting and eco-tourism industries 

5. Maximise revenue opportunities 

6. Uninterrupted basic service delivery 

7. Attract a major renewable energy solar project 

These strategic interventions will become the main corporate objectives of the Naledi Local 
Municipality in future planning. 
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2.4 CORPORATE GOVERNANCE 
Risk Management 
Risk Governance 

The Naledi Local Municipality has adopted the Dr. Ruth Segomotsi Mompati District Framework 
& Policy 2015/2016 (494/2015) which is in line with the Public Sector Risk Management 
Framework as its risk management standard. 

The Dr. Ruth Segomotsi Mompati District Municipality’s Risk Management Unit renders support 
for Risk Management in terms of Section 88 of the Municipal Systems Act, 32 of 2000 to the 
Naledi Local Municipality. 

The Naledi Local Municipality reviews the risk register annually and update this risk register 
quarterly and develops a risk management strategy to direct the institution’s risk management 
priorities. Line management are responsible for identifying, evaluating and managing both risks 
and opportunities in their responsibility areas, with technical and operational support provided 
by the Dr. Ruth Segomotsi Mompati District Municipality’s risk management unit. 

The Dr. Ruth Segomotsi Mompati District Municipality’s risk management unit also maintains 
the consolidated institutional risk register and reports thereon. The Audit & Performance 
Committee in the absence of Risk Management Committee provides governance oversight over 
the entire system of risk management and furnishes the Accounting Officer and Council with 
reports of its findings and recommendations. The Audit Committee provides independent 
oversight over the system of risk management. 

Risk Management Committee 

The Naledi Local Municipality has established a Risk Management Committee to assist the 
Accounting Officer and the Audit Committee in executing their respective responsibilities 
concerned with risk management. The committee operates under terms of reference as per 
adopted Dr. Ruth Segomotsi Mompati District Risk Management Charter Resolution Number 
247/2014. 

The Committee comprises the DRSM Risk Management Unit and selects members of the 
Naledi Local Municipality senior management. As per its terms of reference the Committee 
should meet four (4) times a year. The Committee comprises of the following officials: 
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Member 

Position 

Adv. A. Barn-Smith 

DRSM RMU 

Mr M. Chaka 

DRSM RMU 

Mr. 0. Batsietseng 

DRSM RMU 

Mr. R. Minny 

Manager: PMS 

Mr. Z Kana 

PMS Officer 

Mr.K. Gasebue 

Manager: MPAC 


Table 5. Risk Management Committee 


Risk management process 

During the period under review, The Naledi Local Municipality conducted their Risk 
Management Assessment for 2015/2016 and developed and completed the Top Ten 
Institutional Strategic Risk Register 2015/2016, the Top Layer SDBIP Risk Register 2015/2016 
and Top Ten Departmental Risk Register for Corporate Services 2015/16. 

The Risk Assessment on the Top Ten Institutional Strategic Risks 2015/2016 was conducted 
and facilitated on the 25 May 2015 and on the Top Layer SDBIP 2015/2016 was on the 18 June 
2015 in co-operation with the Naledi Local Municipality’s Planning and Compliance Unit and 
MPAC Manager. The Risk Assessment on the Top Ten Departmental Risks: 
CorporateServices 2015/2016 was conducted & facilitated on the 07 August 2015 in co- 
operation with the Corporate Service Department Management Team. 

Impact on institutional performance 

During the period under review, the Naledi Local Municipality in co-ordination with Dr. Ruth 
Segomotsi Mompati District Municipality’s Risk Management unit assessed the effectiveness of 
its system of risk management. 

The areas requiring improvement are receiving the required attention. The Naledi Local 
Municipality risk management efforts are contributing positively to the Naledi Local Municipality 
performance. On a residual basis, meaning that after mitigating actions were taken, the Naledi 
Local Municipality risk profile based on the main categories of risk is as follows: 
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Key: 



Extreme risk 


High risk 


Moderate risk 


Low risk 


Minimum risk 


Table 6. Risk profile for 
2015/16 Table 7. 

Anti-corruption and fraud 

Anti corruption is managed by the office of the Speaker. The Municipality adopted an 
anti corruption policy and established a committee which report to the Speaker. 

Supply Chain Management 

The supply chain management system is implemented according to the Municipal Finance 
Management Act, No56 of 2003. 


By-laws 

During the previous financial year, Naledi Local Municipality made great progress in as far as 
asserting its executive and legislative authority as envisaged in section 11 of the Municipal 
Systems Act. The municipality enacted two (2) very crucial by-laws, namely Waste 
Management, SPLUMA by laws and Advertising Signs by-laws. The said by-laws were adopted 
by Council in and are due for proclamation through the Government Gazette. Such enactment is 
a milestone for Naledi Local Municipality as the municipality is giving effect to its powers to pass 
laws that govern its area of jurisdiction. 


Websites 

The Naledi Local Municipality website is active and relevant material and legislated documents 
that need to be made public are placed on http://www.naledilocal.co.za 
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Public Satisfaction on Municipal Services 

A very limited satisfaction survey was conducted by Department of Community Service, but the 
success of the survey is not documented well and needs to be reviewed. In general the public 
was satisfied during the financial year as evident in the feedback received from IDP & PMS 
ward meetings as well as limited protests compared to other municipalities in the province (refer 
to Back to Basics reports). 


Municipal oversight committees 

The Municipal Public Accounts Committee (MPAC) is chaired by member of the ruling party. 

MPAC has managed to ensure public participation is enhanced through its oversight function by 
ensuring that public is invited during the consideration of the Annual report. 

The committee engaged with community in various wards to consider their views on progress 
made by Municipality and ensured that community were invited to council meeting when 
oversight report was considered. 

MPAC members participate considerable well in portfolio committees of council and other 
council activities where public participations is undertaken. 


2.5 KPA 4: GOOD GOVERNANCE AND PUBLIC PARTICIPATION 

The following table provides an overview of the annual performance targets and actual 
performance of the municipality with relation to KPA 4: GOOD GOVERNANCE AND PUBLIC 
PARTICIPATIONand addresses the following corporate objectives: 

• Provide Municipal Planning and Performance Management 

• To Promote Good Governance and Community Participation 

• To ensure effective and efficient internal and external communication 

The municipality didn’t set separate targets for governance; performance management and 
community participation within the service delivery and budget implementation plan (SDBIP) 
apart from reporting on legislated functions and setting targets for Council meetings. The 
approach was to accept the legislated norms and standards as the targets. The amended 
SDBIP set a target to report on COGTA back to basics indicators which deal with governance 
indicators and these reports are available upon request. 
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KPA4: GOOD GOVERNANCE AND PUBLIC PARTICIPATION 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performance 

Reasons for 

Variance 

(Under/Over 

Performance) 

Remedial 

Action/Corrective 

Measure 

Portfolio of 

Evidence 

(POE) 

To ensure the 
implementation 
of legislated 

powers and 

functions 

Number of 

quarterly 
reports from 
each Sect 56 
Manager with 
PoE submitted 
within 10 days 
after the end 

of each 

quarter as 

well as mid 

term and 

annual reports 
submitted 
within 10 days 
after the end 
of the period. 

Reports 

submitted 

late and 

lacking 

sufficient 

Portfolio of 

evidence 

Compiled 
quarterly 
reports from 
each Sect 56 
Manager with 
PoE 

submitted 

within 10 

days after the 
end of each 

quarter as 

well as mid 

term and 

annual 

reports 

submitted 

within 10 

days after the 
end of the 
period. 
Corrective 

measures 

described in 
the report. 

4 Compiled 
quarterly 
reports from 
each Sect 56 
Manager with 
PoE 

submitted 
within 10 days 
after the end 

of each 

quarter as 

well as mid 

term and 

annual 

reports 

submitted 
within 10 days 
after the end 
of the period. 
Corrective 

measures 

described in 
the report. (1 
each quarter) 

4 quarterly 
reports per 

Sect 56 

Manager 

including 

PoE's signed 
off by 

Manager 
Planning and 
Compliance 
and verified 
by Internal 
Audit (1 each 
quarter) 

Target not 
achieved 

Reports not 
submitted on 

time 

Managers must 
ensure timely 

submission 

N/A 

To ensure the 
implementation 
of legislated 

Number of 

monthly back 
to Basics 

All reports 
submitted 

Submit twelve 

monthly 

reports 

Submit twelve 
monthly back 
to basics 

12 monthly 
back to basics 

reports 

Target 

achieved 

N/A 

N/A 

12 Monthly 
back to 

basic 
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KPA4: GOOD GOVERNANCE AND PUBLIC PARTICIPATION 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performance 

Reasons for 

Variance 

(Under/Over 

Performance) 

Remedial 

Action/Corrective 

Measure 

Portfolio of 

Evidence 

(POE) 

powers and 

functions 

Monthly 

Reports 
submitted to 

COGTA 


according to 
COGTA 

format 

reports 

according to 
COGTA 

format (3 

each quarter) 

submitted to 

COGTA 
according to 
COGTA 
format (3 

each quarter) 




reports 

To ensure the 
implementation 
of legislated 

powers and 

functions 

Receive an 

unquiified 
audit report 
from the 

Auditor 

General. 

Unqualified 

Audit 

Opinion 
from AG 

Receive 
unqualified 
Audit Opinion 
from AG 

Receive 
report stating 
an unqualified 
Audit Opinion 
from AG 

Unqualified 
Audit Opinion 
from AG 

Target 

achieved 

N/A 

N/A 

AG Report 
14-15 

To ensure the 
implementation 
of legislated 

powers and 

functions 

Receive an 

improved 
report with at 
least 10% 

reduction in 

the number of 

concerns 

raised from 

the Auditor- 

General for 
the 2014/15 
report in 

comparison 
with the 

2013/14 

Various 

concerns 

raised by 
AG in terms 

of 

compliance 

with 

legislation 

Reduce 

concerns 

raised by AG 
for 2014/15 
report and 

obtain clean 
report for 

2016/17 

Reduce 

concerns 

raised by AG 
with 10% for 
2014/15 
report in 

comparison 
with the 

2013/14 
report 

Report with 
reduced 

concerns 

raised from 

AG 

Target 

achieved 

N/A 

N/A 

AG Report 
14-15 
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KPA4: GOOD GOVERNANCE AND PUBLIC PARTICIPATION 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performance 

Reasons for 

Variance 

(Under/Over 

Performance) 

Remedial 

Action/Corrective 

Measure 

Portfolio of 

Evidence 

(POE) 


report 










The number 

14/40 

The number 

16 (38%) 

16 people 

Target 

N/A 

N/A 

Employment 


of people 

people 

of people 

people from 

(38%) from 

achieved 



equity 


from 

(35%) 

from 

employment 

employment 




report 


employment 


employment 

equity target 

equity target 






equity target 


equity target 

groups 

groups 






groups 


groups 

employed in 

employed in 





To report on 

employed in 


employed in 

the three 

the three 





the National 

the three 


the three 

highest levels 

highest levels 





General Key 

highest levels 


highest levels 

of 

of 





Performance 

of 


of 

management 

management 





Indicators 

management 
in compliance 
with a 

municipality's 
approved 
employment 
equity plan 


management 








Table 8. Performance measured against predetermined objectives and targets 
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KPA4: GOOD GOVERNANCE AND PUBLIC PARTICIPATION 

Objective 

Key 

Performa 

nee 

Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performanc 

e 

Reasons 

for 

Variance 

(Under/0 

ver 

Performa 

nee) 

Remedial 
Action/Correcti 
ve Measure 

Portfolio of 

Evidence 

(POE) 

Internal Business 

Perspective 

Corporate service should 
investigate current 

organizational systems and 
processes and suggest 
restructuring/realignment 
of human resources where 
efficiency can be improved. 

Number of 

scheduled 

Council 
Meetings 
held and 
Signed 
Minutes 

6 

6 

6 

Signed 

Agendas 

and 

minutes 

Target 

achieved 

N/A 

N/A 

Council 
agendas and 
attendance 
registers 

Internal Business 

Perspective 

Corporate service should 
investigate current 

organizational systems and 
processes and suggest 
restructuring/realignment 
of human resources where 
efficiency can be improved. 

Number of 

Progress 

Reports 

on 

Centralize 

d Records 
Managem 

ent 

Draft 

Records 

Manage 

ment 

system 
in place 

2 X 

Progress 

Report 

Centralized 

Records 
Manageme 
nt System 

Improve on 
storage and 

access to 

compliance 

records 

Target 

achieved 

N/A 

N/A 

Report on 
centralised 

management 

system 


Table 9. Performance measured against predetermined objectives and targets 
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Council adopted its schedule of meetings aligned to the budget cycle of the municipality. 

None of the four scheduled council meetings has been abandoned or rescheduled because of 
not forming a quorum, attendance of council meetings by council can be described as fully 
functional. 

The table below outlines the dates of scheduled and Special Council meetings for the financial 
year ending 30 June 2016 


12 X COUNCIL MEETINGS HELD 

4 X General Council meetings:- 

• 30/09/2015 

• 03/12/2015 

• 31/03/2016 

« 30/06/2016 

5 X Special Council meetings:- 

• 31/08/2015 

• 21/01/2016 
• 18/02/2016 

• 24/05/2016 

« 31/05/2016 

2 X Special In-Council meetings:- 

• 29/07/2015 

« 23/06/2016 

1 X Special Infrastructure, Basic Services and Social 
Development Portfolio Committee meetings;- 

« 22/02/2016 

Table 10. DATES OF THE SCHEDULED AND SPECIAL MEETINGS OF COUNCIL 

Council has five (5) section 79 committees including MPAC but excluding Executive Committee. 
All committees are scheduled to meet monthly and have delegated Authority in terms of the 
Delegation register for purposes of enhancing efficiency. 
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Table below outlines the dates when the meetings of section 79 committees were held. 


COUNCIL COMMITTEE MEETINGS 

Infra 

HR 

Gov 

Finance 

EXCO 

MPAC 

07/07/2015 

08/07/2015 

09/07/2015 

16/07/2015 

23/07/2015 


11/08/2015 

12/08/2015 

13/08/2015 

18/08/2015 

— 


08/09/2015 

09/09/2015 

10/09/2015 

15/09/2015 

— 


08/10/2015 

13/10/2015 

14/10/2015 

15/10/2015 

— 


10/11/2015 

11/11/2015 

12/11/2015 

17/11/2015 

24/11/2015 


— 

— 

— 

— 

— 


12/01/2016 

13/01/2016 

13/01/2016 

18/01/2016 

28/01/2016 


09/02/2016 

10/02/2016 

10/02/2016 

16/02/2016 

24/02/2016 


08/03/2016 

09/03/2016 

09/03/2016 

— 

23/03/2016 


12/04/2016 

13/04/2016 

— 

19/04/2016 

26/04/2016 


10/05/2016 

11/05/2016 

— 

17/05/2016 

24/05/2016 


07/06/2016 

08/06/2016 

09/06/2016 

15/06/2016 

22/06/2016 



Table 11. 


CHAPTER 3 


SCHEDULE OF MEETINGS OFSEC 79 COMMITTEES 

SERVICE DELIVERY PERFORMANCE 


3.1 INTRODUCTION 

Basic Service Delivery and Infrastructure Development is linked with growth, investment, 
poverty reduction, social cohesion and job creation. 

This chapter reflects the performance of the Municipality with regard to the Basic Service 
Delivery and Infrastructure Development key performance area looking specifically at the 
following services: 

• Water Services; 

• Sanitation Services; 

• Roads Services; 

• Electricity Services; 

• Project Management Services; 

• Town Planning; 

• Fleet Management Services; 

• Business Maintenance; 

• Housing; 

• Law enforcement services; 

• Licensing services; 

• Fire services and disaster services; 

• Refuse removal services; 
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• Leon Taljaard Game Resort; and 

• Parks Services 

Basic Service Delivery and Infrastructure Development is linked with growth, investment, 
poverty reduction, social cohesion and job creation. 

To provide the context a snapshot of services maintained by Naledi Local Municipality is 
provided: 

• 16444 households have piped water in either the dwelling or yard 

• 14255 households use electricity for lighting, cooking or heating 

• 15297 households make use of flush, chemical and dry toilets 

• 12337 households refuse are collected on a daily basis 

• 15324 households live in formal dwellings 
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The following backlogs with regard to water, electricity, sanitation, refuse and housing exists: 

• Water = 1 056 households; 

• Electricity = 6 349households; 

• Sanitation = 3 074 households; 

• Refuse = 6237 households; 

• Housing = 3250 households. 

The following are community cemeteries owned by Naledi Local Municipality: 

• 2 Colridge 

• 2 Huhudi 

• 1 Vryburg 

• 2 Stella 

The following are community halls owned by Naledi Local Municipality: 

• Huhudi 

• Colridge 

• Kismet (not functional) 

• Banquet Hall 

The following are sports grounds owned by Naledi Local Municipality: 

• Huhudi 

• Colridge (not functional) 

• Kismet (not functional) 

• Gymnasium 

The swimming pools owned by Naledi Local Municipality: 

• Huhudi 

• Vryburg 

• Colridge 

• Swartfontein 

The libraries maintained and managed by Naledi Local Municipality are: 

• Huhudi 

• Vryburg 

• Colridge 

• Devondale 

• Dithakwaneng 

• Stella 

• Joe Morolong Hospital 
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3.2 KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE 
DEVELOPMENT 

The following table provides an overview of the annual performance targets and actual 
performance of the municipality with relation to KPA 2: BASIC SERVICE DELIVERY AND 
INFRASTRUCTURE DEVELOPMENT and addresses the following corporate objectives: 

• To provide Safe T raffle flow 

• To Provide Adequate Housing 

• Provision Disaster rescue and fire services 

• Provide Disaster Management Services 

• Provisions of access to basic refuse removal services 

• To provide recreational facilities 

• To provide swimming pool facility 

• To provide sports facilities 

• To provide adequate water consistently to communities 

• To provide sanitation to communities 

• To provide Roads 

• To provide electricity 

• Provision and monitoring Municipal Projects 

• To Provide Adequate Housing 

• To provide efficient fleet management services 

• Provide maintenance for municipal properties 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 


Objective 

Key Performance Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performan 

ce 

Reasons 

for 

Variance 

(Under/Ov 

er 

Performan 

ce) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 

To ensure 

the 

implementat 
ion of 

legislated 
powers and 
functions 

Number of quarterly 

reports from each Sect 56 
Manager with PoE 

submitted within 10 days 
after the end of each 
quarter as well as mid term 
and annual reports 

submitted within 10 days 
after the end of the period. 

Reports 

submitted 

late and 

lacking 

sufficient 

Portfolio 

of 

evidence 

Compiled 

quarterly 

reports 

from each 

Sect 56 

Manager 
with PoE 

submitted 

within 10 
days after 
the end of 

each 

quarter as 

well as mid 

term and 

annual 

reports 

submitted 

within 10 
days after 
the end of 
the period. 
Corrective 

4 Compiled 

quarterly 

reports 

from each 

Sect 56 

Manager 
with PoE 

submitted 

within 10 
days after 
the end of 

each 

quarter as 

well as mid 

term and 

annual 

reports 

submitted 

within 10 
days after 
the end of 
the period. 
Corrective 

4 quarterly 
reports 
per Sect 
56 

Manager 

including 

PoE's 

signed off 
by 

Manager 

Planning 

and 

Complianc 
e and 

verified by 
Internal 
Audit (1 
each 
quarter) 

Target not 
achieved 

Late and 
incomplete 
reports 

Commitment 
to be made by 
department to 
ensure timely 
submission 
and completed 
reports 

N/A 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Objective 

Key Performance Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performan 

ce 

Reasons 

for 

Variance 

(Under/Ov 

er 

Performan 

ce) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 




measures 

described 

in the 

report. 

measures 

described 

in the 

report. (1 
each 
quarter) 






To ensure 

compliance 

with 

legislative 

requirement 

s 

Receive an improved report 
with at least 10% reduction 

in the number of concerns 

raised from the Auditor- 
General for the 2014/15 
report in comparison with 
the 2013/14 report 

Various 

concerns 

raised by 
AG in 

terms of 
complianc 
e with 

legislation 

Reduce 

concerns 

raised by 
AG for 

2014/15 
relating to 
Technical 

Service and 

obtain 

clean 

report for 
2016/17 

Reduce 

concerns 

raised by 
AG with 

10% for 

2014/15 

report in 

compariso 

n with the 

2013/14 

report 

Report 
from AG 

Target 

achieved 

N/A 

/A 

AG Report 
14-15 


% of the total allocated 
grant funding spent in the 
financial year 

100% 

Gazetted 

grant 

funding 

spent 

according 

100% of 

gazetted 

grant 

funding 

spent 

100% of 

gazetted 

grant 

funding 

spent 

Target 

achieved 

N/A 

N/A 

Expenditu 
re reports 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 


Objective 

Key Performance Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performan 

ce 

Reasons 

for 

Variance 

(Under/Ov 

er 

Performan 

ce) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 




to planned 
timeframes 

according 
to planned 
timeframes 

according 
to planned 
timeframe 

s 





To promote 
uninterrupte 
d Basic 

Service 

Delivery 

Develop a draft 

maintenance Plan 

Maintenan 
ce plan 

not 

tailored to 

Naledi 

Local 

Municipali 

ty 

resources 

Compile 

and 

implement 
a detailed 

maintenan 
ce plan for 
community 
facilities & 

infrastruct 

ure 

(making 
use of only 

current 

human 

resources) 

Developed 

draft 

maintanan 
ce plan 

Integrated 

Maintenan 

ce Plan 

Target not 
achieved 

No budget 
due to 

financial 

constraints 

Intervention 
requested to 
MISA for 

assistance 

N/A 

A To lobby 
stakeholders 
and put in 
place 

Number of reports on key 
initiatives taken and to be 
taken by the municipality 
and other stakeholders 

New 

Progress 

Report 

4 Progress 
Reports 
regarding 
solar 

Lobby 

stakeholde 

rs and 

ensure 

Target 

achieved 

N/A 

N/A 

Solar 

farms 

report 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 


Objective 

Key Performance Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performan 

ce 

Reasons 

for 

Variance 

(Under/Ov 

er 

Performan 

ce) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 

initiatives to 

attract a 

major 
renewable 
energy solar 
project 

regarding solar projects 



projects 

submitted 

to council 
(1 each 

quarter) 

that 

Naledi 

Local 

Municipal! 
ty create 

an 

enabling 

environme 

nt for a 
large scale 
solar 

renewable 

energy 
project in 
its area. 





To promote 
uninterrupte 
d Basic 

Service 

Delivery 

The amount of funding 
spent on repairs and 
maintenance 

New 



To spend 
the 

budgeted 

amount on 

repairs 

and 

maintenan 

ce 

Target not 
achieved 

Municipal 
cash flow 
problems 
and late 

appointme 
nt of 

service 

provider 

Municipality to 

improve 

financial 

situation 

N/A 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 


Objective 

Key Performance Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performan 

ce 

Reasons 

for 

Variance 

(Under/Ov 

er 

Performan 

ce) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 

To report on 
the National 
General Key 
Performance 

Indicators 

The % of households with 

access to basic level of 

water. 

94% 

Report on 
number of 

additional 

households 

with access 

to basic 

level of 

water 

Report on 
number of 

additional 

households 

with access 

to basic 

level of 

water 

To report 
on district 

function of 

providing 

1500 

additional 

household 

s with 

access to 

basic level 

of water 

Target 

achieved 

N/A 

N/A 

Report on 
additional 

household 

s 


The % of households with 

access to basic level of 

sanitation. 

76% 

Report on 
number of 

additional 

households 

with access 

to basic 

level of 

sanitation 

Report on 
number of 

additional 

households 

with access 

to basic 

level of 

sanitation 

To report 
on district 

function of 

providing 

1500 

additional 

household 

s with 

access to 

basic level 

of 

sanitation 

Target 

achieved 

N/A 

N/A 

Report on 
additional 

household 

s 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 


Objective 

Key Performance Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performan 

ce 

Reasons 

for 

Variance 

(Under/Ov 

er 

Performan 

ce) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 

To report on 
the National 
General Key 
Performance 

The % of households with 

access to basic level of 
electricity 

65.10% 

Number of 

additional 

households 

with access 

to basic 

level of 

electricity 

Number of 

additional 

households 

with access 

to basic 

level of 

electricity 

To provide 
1500 

additional 

household 

s with 

access to 

basic level 

of 

electricity 

Target not 
achieved 



Report on 
additional 

household 

s 

To report on 
the National 
General Key 
Performance 

Number of jobs created 
through municipality's local 
economic development 

initiatives including capital 
projects 

100 jobs 
via 

Technical 

services 

projects 

Number of 

jobs 

created 

through 

municipalit 

y's local 

economic 

developme 

nt 

initiatives 

including 

capital 

projects 

Number of 

jobs 

created 

through 

municipalit 

y's local 

economic 

developme 

nt 

initiatives 

including 

capital 

projects 

100 jobs 
created 

via 

Technical 

Services 
departme 
nt projects 

Target 

achieved 

N/A 

N/A 

Employm 
ent lists 

and 

contracts 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Objective 

Key Performance Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performan 

ce 

Reasons 

for 

Variance 

(Under/Ov 

er 

Performan 

ce) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 

Report on 
key 

indicators of 

National 

Treasury 

Quarterly report on key 
indicators 

New 


4 Reports 
with all 

indicators 

of National 

Treasury 

addressed 

Submitted 

Reports 

Target not 
achieved 

Lack of 

informatio 

n to 

complete 

reports. 

Information to 

be made 

available when 
requested. 


Basic 

services 

reporting 

Number of sites currently 
serviced with electricity, 
water (house connection), 
sewerage removal service 
and solid waste removal 

service 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target 

achieved 

N/A 

N/A 

Report 

Basic 

services 

reporting 

Number of households in 

formal areas with access to 
basic electricity 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target 

achieved 

N/A 

N/A 

Report 

Basic 

services 

reporting 

Number of households 
living in informal areas with 
access to basic electricity 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target 

achieved 

Municipalit 
y not 

providing 
electricity 
in informal 

areas 

N/A 

4 Reports 

Basic 

Number of households in 

New 

4 Reports 

4 Reports 

Submitted 

Target 

N/A 

N/A 

4 Reports 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Objective 

Key Performance Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performan 

ce 

Reasons 

for 

Variance 

(Under/Ov 

er 

Performan 

ce) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 

services 

reporting 

formal areas receiving 
water services 




Reports 

achieved 




Basic 

services 

reporting 

Number of households 
living in informal areas 
receiving water services 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target 

achieved 

N/A 

N/A 

4 Reports 

Basic 

services 

reporting 

Number of households in 
formal areas receiving 
sewerage services 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target 

achieved 

N/A 

N/A 

4 Reports 

Basic 

services 

reporting 

Number of households 
living in informal areas 
receiving sewerage services 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target 

Achieved 

N/A 

N/A 

4 Reports 

Spatial 
Developmen 
t and the 

Built 

Environment 

Number of hectares of land 
procured and suitable for 
Brownfield development 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target 

achieved 

N/A 

N/A 

4 Reports 

Spatial 
Developmen 
t and the 

Built 

Environment 

Number of hectares of land 
proclaimed (township 

establishment completed) 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target 

achieved 

N/A 

N/A 

4 Reports 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Objective 

Key Performance Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performan 

ce 

Reasons 

for 

Variance 

(Under/Ov 

er 

Performan 

ce) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 











Roads and 

stormwater 

KMs of new paved roads to 
be built 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target 

achieved 



4 Reports 

Roads and 

stormwater 

Number of additional water 
service points to be 
installed for informal 

settlement dwellers within 

a 200m radius 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target 

achieved 

N/A 

N/A 

4 Reports 

Roads and 

stormwater 

KMs of new gravelled roads 
to be built 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target not 
achieved 

No plans 
for 15-16 

due to 

financial 

constraints 

To include in 
budget for 16- 
17 

N/A 

Roads and 

stormwater 

KMs of roads 

resurfaced/rehabilitated/re 

sealed 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target not 
achieved 

No plans 
for 15-16 

due to 

financial 

constraints 

To include in 
budget for 16- 
17 

N/A 

Roads and 

stormwater 

KMs of storm water 

drainage installed in 

addition to current ones 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target not 
achieved 

No plans 
for 15-16 

due to 

financial 

To include in 
budget for 16- 
17 

N/A 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Objective 

Key Performance Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performan 

ce 

Reasons 

for 

Variance 

(Under/Ov 

er 

Performan 

ce) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 








constraints 



Transport 

KMs of new pedestrian 
walkways to be constructed 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target not 
achieved 

No plans 
for 15-16 

due to 

financial 

constraints 

To include in 
budget for 16- 
17 

N/A 

Transport 

Number of new bus 

terminals or taxi ranks to be 

constructed 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target not 
achieved 

No plans 
for 15-16 

due to 

financial 

constraints 

To include in 
budget for 16- 
17 

N/A 

Transport 

Number of new bus/taxi 
stops to be constructed 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target not 
achieved 

No plans 
for 15-16 

due to 

financial 

constraints 

To include in 
budget for 16- 
17 

N/A 

Water 

Number of additional 
households to be provided 
with water connections 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target 

achieved 

N/A 

N/A 

4 Reports 

Sewerage 

Number of additional 
households to be provided 
with sewer connections 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target 

achieved 

N/A 

N/A 

4 Reports 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Objective 

Key Performance Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performan 

ce 

Reasons 

for 

Variance 

(Under/Ov 

er 

Performan 

ce) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 

Electricity 

Number of additional high 
mast lights installed 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target not 
achieved 

No plans 
for 15-16 

due to 

financial 

constraints 

To include in 
budget for 16- 
17 

N/A 

Electricity 

Number of additional street 
lights installed 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target not 
achieved 

No plans 
for 15-16 

due to 

financial 

constraints 

To include in 
budget for 16- 
17 

N/A 

Socio 

economic 

amenities 

Number of community 
halls to be developed / 
upgraded 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target not 
achieved 

No plans 
for 15-16 

due to 

financial 

constraints 

To include in 
budget for 16- 
17 

N/A 

Socio 

economic 

amenities 

Number of sports fields 
and stadia to be developed 
/ upgraded 

New 

4 Reports 

4 Reports 

Submitted 

Reports 

Target not 
achieved 

No plans 
for 15-16 

due to 

financial 

constraints 

To include in 
budget for 16- 
17 

N/A 
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Table 12. 


Performance measured against predetermined objectives and targets 


KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised Target 

Output 

Indicator 

Actual 

Performa 

nee 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 

To ensure 

the 

implementa 
tion of 

legislated 
powers and 
functions 

Number of 

quarterly 
reports from 
each Sect 56 
Manager with 
PoE submitted 
within 10 days 
after the end of 
each quarter as 
well as mid 

term and 

annual reports 
submitted 
within 10 days 
after the end of 
the period. 

Reports 

submitted 

late and 

lacking 

sufficient 

Portfolio 

of 

evidence 

Compiled 
quarterly 
reports from 
each Sect 56 
Manager with 
PoE submitted 
within 10 days 
after the end of 
each quarter as 
well as mid 

term and 

annual reports 
submitted 
within 10 days 
after the end of 
the period. 

Corrective 

measures 

described in 

the report. 

4 Compiled 

quarterly 
reports from 
each Sect 56 
Manager with 
PoE submitted 
within 10 days 
after the end of 
each quarter as 
well as mid 

term and 

annual reports 
submitted 
within 10 days 
after the end of 
the period. 

Corrective 

measures 

described in 

the report. (1 
each quarter) 

4 quarterly 

reports per 

Sect 56 

Manager 
including PoE's 
signed off by 
Manager 

Planning and 
Compliance 
and verified by 
Internal Audit 
(1 each 

quarter) 

Target not 
achieved 

Late and 

incomplete 

reports 

Commitment 

to be made 
by 

department 

to ensure 

timely 

submission 

and 

completed 

reports 

N/A 

To promote 

% of the total 

100% 

Gazetted grant 

100% of 

100% of 

Target 



Expenditur 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised Target 

Output 

Indicator 

Actual 

Performa 

nee 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 

uninterrupt 
ed Basic 

Service 

Delivery 

allocated grant 
funding spent 
in the financial 

year 


funding spent 
according to 

planned 
timeframes 

gazetted grant 
funding spent 
according to 
planned 
timeframes 

gazetted grant 
funding spent 
according to 
planned 
timeframes 

achieved 



e report 
from 

technical 

services 

To promote 
uninterrupt 
ed Basic 

Service 

Delivery 

Maintenance 

Plan and 

monitoring 

certificates 

Maintena 
nee plan 
not 

tailored 

to Naledi 

Local 

Municipal 

ity 

resources 

Compile and 
implement a 
detailed 

maintenance 
plan for 

community 
facilities & 

infrastructure 
(making use of 
only current 

human 
resources) 

Compile and 
implement a 
detailed 

maintenance 
plan for 

community 
facilities 
(making use of 
only current 

human 
resources) 

Integrated 

Maintenance 

Plan 

Target not 
achieved 

No budget 
due to 

financial 

constraints 

Intervention 
requested to 
MISA for 

assistance 


Innovation, 
Learning & 
Growth 
Perspective 

Employees 
should be 
encouraged 
to suggest 

smarter 

Managers & 

Supervisors 
reports on the 
difference in 

outputs 

projected as a 
result of 

intervention as 

well as 

New 

Improve 
maintenance 
outputs by 

each 

manager/super 
visor in the 
department 

Improve 
maintenance 
outputs by 

each 

manager/super 
visor in the 
department 

Report by each 
manager/super 
visor regarding 
improved 
maintenance 

Target not 
achieved 

Standardise 

d format not 
developed 

Develop a 

standardised 

format 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised Target 

Output 

Indicator 

Actual 

Performa 

nee 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 

ways of 

maintaining 
infrastructur 
e and doing 
operational 
work. Minor 
capital 
payments 
for major 

increases in 
efficiency 
should be 
encouraged 

monitoring 
report after a 
reasonable 
time lapse 









Powers and 

Functions 

Quarterly 
operational 
reports from 
each manager, 
deputy 

manager and 
supervisor in 
department 

Haphazar 
d and 

inconsiste 

nt reports 

Consistent 
quarterly 
operational 
reports with 

highlights and 
corrective 

measures from 
each manager, 
deputy 

manager and 
supervisor in 
department 

Consistent 
quarterly 
operational 
reports with 

highlights and 
corrective 

measures from 
each manager, 
deputy 

manager and 
supervisor in 
department 

Report 

according to 
standardised 

format 

indicating 

corrective 

measures taken 

Target 

achieved 

N/A 

N/A 

Reports 

from 

operationa 

I managers 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised Target 

Output 

Indicator 

Actual 

Performa 

nee 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 

Powers and 

Functions 

Verification 

report 

New 

Verify, quantify 
and qualify the 
effectiveness 
and efficiency 
in which each 
legislative 
power and 

function is 

performed. 

Verify, quantify 
and qualify the 
effectiveness 
and efficiency 
in which each 
legislative 
power and 

function is 

performed. 

Verification 

report 

Target 

achieved 



Verificatio 
n report 
from legal 
services 

Growth of 
the game 
farming, 
hunting and 
eco-tourism 

industries 

Compile and 
table to Council 
an Integrated 
Game Farming 
Plan and 

report on key 
initiatives taken 

and to be taken 
by the 

municipality 
and other 

stakeholders 
regarding game 
farming 

New 

Report 

Compile and 
table to Council 
an Integrated 
Game Farming 
Plan and 

report on key 
initiatives taken 

and to be taken 
by the 

municipality 
and other 

stakeholders 
regarding game 
farming 

Agree on key 
initiatives to be 
undertaken by 
the 

municipality 
and other 

stakeholders 

Target 

achieved 

Nature 

reserve 

managemen 
t plan tabled 
in council 

and 

awaiting 
approval 
from MEC 

N/A 

Council 

resolution 

Legislative 

Requiremen 

t 

Receive an 

improved 
report with at 

Various 

concerns 

raised by 

Reduce 

concerns raised 
by AG for 

Reduce 

concerns raised 
by AG with 10% 

Report from AG 

Target 

achieved 

N/A 

N/A 

AG Report 
14-15 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised Target 

Output 

Indicator 

Actual 

Performa 

nee 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 


least 10% 

reduction in 

the number of 

concerns raised 

from the 

Auditor- 

General for the 
2014/15 report 
in comparison 
with the 

2013/14 report 

AG in 

terms of 
complianc 
e with 

legislation 

2013/14 report 
significantly[l] 

for 2014/15 

report in 

comparison 
with the 

2013/14 report 






National 
General Key 
Performanc 

e Indicator 

The % of 

households 

with access to 

basic level of 

solid waste 

removal 

56.50% 

Number of 

additional 

households 

with access to 

basic level of 

solid waste 

removal 

Number of 

additional 

households 

with access to 

basic level of 

solid waste 

removal 

To provide 

3000 additional 

households 

with access to 

basic level of 

solid waste 

removal 

Target 

achieved 

N/A 

N/A 

Report and 
job cards 

Maximise 

Revenue 

Opportuniti 

es 

Number of 

progress 

reports on the 

negotiations 

regarding 

sustainable 

funding for 

provincial 

Vehicle 
licensing 
function 
performe 
d on 

behalf of 
provincial 
govern me 

The 

Municipality is 
entitled to 20% 

of revenue 

collected from 

MVRA 
excluding 
transaction fee 

4 progress 

reports on the 
engagement 

with Provincial 

Government 
regarding the 
vehicle 
lisencing 

4 progress 

report 

submitted to 

Council 
describing 
actions taken 

Target 

achieved 

N/A 

N/A 

Letter of 

engageme 

nt 

between 
municipalit 
y and 

province 
(Departme 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 


Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised Target 

Output 

Indicator 

Actual 

Performa 

nee 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 


vehicle 

lisencing 

functions 

submitted to 

Council 

nt. 

of R36-00 

payable to 

Road Traffic 

Management 
Corporation 
(RTMC), 100% 
from VTS after 
paying 3% to 
South African 

Bureau of 

Standards 
(SABS) for the 
grading of the 
Testing Station 
Facility payable 
half yearly, and 
100% from 

DLTC after 

paying Prodiba 
an amount of 

R75-00 for each 
driving licence 
card produced 
by them. 

function 

submitted to 

Council 





nt of 

Transport) 

To Maximise 

Revenue 

A report 

describing a 

Library 

function 


Submit a report 
describing a 

Submit a report 
describing a 

Target not 
achieved 

Concurrenc 

e between 

Meeting to be 
held with 

N/A 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 


Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised Target 

Opportuniti 

es 

process plan to 
transform the 
current library 
arrangement 

submitted to 

Council 

performe 
d on 

behalf of 
provincial 
govern me 
nt (not 

fully 
funded) 


process plan to 
transform the 
current library 
arrangement to 

Council 

Solid waste 

managemen 

t 

Number of 

additional 

households 
provided with 

access to 

weekly refuse 
removal 

New 


TBC 

Solid waste 

managemen 

t 

Number of 

waste 

minimisation 

projects 

initiated/ 

upgraded 

New 


TBC 

Solid waste 

managemen 

t 

Number of 

households 
living in 

informal areas 

with solid 

New 


4 Reports 


Output 

Indicator 

Actual 

Performa 

nee 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 

process plan to 
transform the 
current library 
arrangement to 

Council 


NLM and 

Provincial 

Government 

not met 

Provincial 

Government 

to discuss 

issue further 


Submitted 

Reports 

Target 

achieved 

N/A 

N/A 

4 Reports 

Submitted 

Reports 

Target 

achieved 

N/A 

N/A 

4 waste 

minimisati 

on 

projects 

Submitted 

Reports 

Target 

achieved 

N/A 

N/A 

4 Reports 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised Target 

Output 

Indicator 

Actual 

Performa 

nee 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 


waste removal 

service 









Socio 

economic 

amenities 

Number of 
parks / leisure 
facilities to be 
developed / 

upgraded 

New 


4 Reports 

Submitted 

Reports 

Target 

achieved 

Awaiting 
approval 
from DEA 


Business 

plan 

Socio 

economic 

amenities 

Number of 

clinics to be 
developed / 

upgraded 

New 


4 Reports 

Submitted 

Reports 

Target 

achieved 

Awaiting 
department 
of health for 
implementa 
tion 


Council 

resolution 

Socio 

economic 

amenities 

Number of 
pre-schools / 
early childhood 
development 
centres to be 
developed / 

upgraded 
developed 

New 


4 Reports 

Submitted 

Reports 

Target 

achieved 

Awaiting 
department 
of education 

for 

implementa 

tion 


Council 

resolution 

Socio 

economic 

amenities 

Number of 
community 
swimming 
pools to be 
developed / 

New 


4 Reports 

Submitted 

Reports 

Target 

achieved 

N/A 

N/A 

Tender 

advert 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 


Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised Target 


upgraded 




Socio 

economic 

amenities 

Number of 

libraries to be 
developed / 

upgradeddevel 
oped 

New 


4 Reports 

Socio 

economic 

amenities 

Number of 
museums / 

theatres and 
art galleries to 
be developed / 
upgraded 

New 


4 Reports 

Socio 

economic 

amenities 

Number of 

cemeteries to 
be developed / 
upgraded 

New 


4 Reports 

Socio 

economic 

amenities 

Number of 

abbattoirs to 
be developed / 
upgraded 

New 


4 Reports 

Socio 

economic 

amenities 

Number of 

markets to be 
developed / 

upgraded 

New 


4 Reports 

Socio 

Number of 

New 


4 Reports 


Output 

Indicator 

Actual 

Performa 

nee 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 






Submitted 

Reports 

Target not 
achieved 

No budget 

Provisions to 

be made in 
budget 


Submitted 

Reports 

Target not 
achieved 

No budget 

Provisions to 

be made in 
budget 


Submitted 

Reports 

Target not 
achieved 

No budget 

Provisions to 

be made in 
budget 


Submitted 

Reports 

Target not 
achieved 

No budget 

Provisions to 

be made in 
budget 


Submitted 

Reports 

Target not 
achieved 

No budget 

Provisions to 

be made in 
budget 


Submitted 

Target 



Establishm 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised Target 

Output 

Indicator 

Actual 

Performa 

nee 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 

economic 

amenities 

fire safety and 
emergency 

facilities to be 
developed / 

upgraded 




Reports 

achieved 



ent of fire 

offices in 

Stella 

Basic 

services 

reporting 

Number of 

households 
living in 

informal 

settlements 

New 


4 Reports 

Submitted 

Reports 

Target 

achieved 



List of 

household 

s 

Basic 

services 

reporting 

Number of 

hectares of 

land already 

acquired and 

suitable for 

human 

settlements 

development 

New 


4 Reports 

Submitted 

Reports 

Target 

achieved 



Township 

establishm 

ent 

Basic 

services 

reporting 

Number of 

households in 

formal areas 

with kerb-side 

refuse removal 
services (once a 
week) 

New 


4 Reports 

Submitted 

Reports 

Target 

achieved 



Job cards 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised Target 

Output 

Indicator 

Actual 

Performa 

nee 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 

Basic 

services 

reporting 

Number of 

households 
living in 

informal areas 

with access to 

refuse removal 

New 


4 Reports 

Submitted 

Reports 

Target 

achieved 



Job cards 

Spatial 
Developmen 
t and the 

Built 

Environmen 

t: 

Number of Title 

deeds 

transferred to 

eligible 

beneficiaries 

New 


4 Reports 

Submitted 

Reports 

Target 

achieved 



Reports on 
title deeds 

Spatial 
Developmen 
t and the 

Built 

Environmen 

t: 

Number of 

dwelling units 
developed per 
hectare 

New 


4 Reports 

Submitted 

Reports 

Target 

achieved 



Reports on 

dwelling 

units 

Spatial 
Developmen 
t and the 

Built 

Environmen 

t: 

Percentage 

density 

reduction in 

total informal 

settlements 

New 


4 Reports 

Submitted 

Reports 

Target 

achieved 



Informal 

settlement 

report 

Spatial 

Number of 

New 


4 Reports 

Submitted 

Target 



Business 


60 of 188 






KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised Target 

Output 

Indicator 

Actual 

Performa 

nee 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 

Developmen 
t and the 

Built 

Environmen 

t: 

informal 

settlements 
targeted for 

upgrading 




Reports 

achieved 



plan 

approval 

for 

eradicatio 

n of 

informal 

settlement 

s 

Spatial 
Developmen 
t and the 

Built 

Environmen 

t: 

Number of 

informal 

settlements 
upgraded 
(services 
provided): In 

Situ 

New 


4 Reports 

Submitted 

Reports 

Target 

achieved 



4 Reports 

Spatial 
Developmen 
t and the 

Built 

Environmen 

t: 

Number of 

households 
living in 

informal 

settlements 
targeted for 

upgrading 

New 


4 Reports 

Submitted 

Reports 

Target 

achieved 



Approved 

business 

plan 

Spatial 
Developmen 
t and the 

Built 

Number of 

informal 

settlements 
targeted for 

New 


4 Reports 

Submitted 

Reports 

Target 

achieved 



Relocation 

plan 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 


Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised Target 

Output 

Indicator 

Actual 

Performa 

nee 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correc 
tive Measure 

Portfolio 

of 

Evidence 

(POE) 

Environmen 

t: 

formalisation 

(services 

provided): 

Relocated 









Spatial 
Developmen 
t and the 

Built 

Environmen 

t: 

Number of 

households 
living in 

informal 
backyard rental 
agreement 

New 


4 Reports 

Submitted 

Reports 

Target not 
achieved 

Unable to 

achieve in 

2015-2016 

Include in 

2016-2017 
financial year 



Table 13. Performance measured against predetermined objectives and targets 
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3.3 KPA 5: LOCAL ECONOMIC DEVELOPMENT 


The municipality set high level targets for it’s LED initiatives. With relation to the cattle industry and promoting Vryburg as a regional 
hub we can report that Vryburg was identified as a node to establish an Agri-park as part of a presidential initiative. It is not reported 
below as confirmation was only received after the end of the financial year. 
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KPA 5: LOCAL ECONOMIC DEVELOPMENT 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performance 

Reasons for 
Variance 
(Under/Over 
Performance) 

Remedial 

Action/Corrective 

Measure 

Portfolio of 

Evidence 

(POE) 

To promote 
CBD 

Revitalisation 

The number of 
potential 
investors 
formally 

engaged with 

the aim of 

attracting 
investment in 

Vryburg CBD 

Negative 

response 

from 

National 

Government 

Lobby 

stakeholders 
for funding the 
drafting of 

Vryburg Town 
Revitalisation 
strategy that 

address the IDP 
questions 

Lobby two 
major 

stakeholders 

for 

investment in 

the CBD 

1 progress 

report 

submitted to 

Council 
describing 
actions taken 

Target not 
achieved 

Target not 

achievable 

Target to be 
removed in 2016- 

2017 


To promote 
CBD 

Revitalisation 

% of the total 
allocated grant 
funding spent in 
the financial year 

100% 

Gazetted grant 
funding spent 
according to 

planned 
timeframes 

100% of 

gazetted 
grant funding 
spent 

according to 

planned 

timeframes 

100% of 

gazetted grant 
funding spent 
according to 
planned 
timeframes 

Target 

achieved 



Expenditure 

report 

To lobby 

stakeholders 

that could 

enable 

Vryburg as a 
Regional 
Development 
Hub 

Number of 

meetings held to 
lobby 

stakeholders in 

order to make 
Vryburg a 

RegionI 

developmental 

LED Strategy 

Meeting 
minutes or 

correspondence 
with key 

stakeholders to 
prepare for a 
Strategy and 

implementation 

Progress 

report 

submitted to 

Council 
describing 
actions taken 
to compile a 
strategy to 

Progress 

report 

submitted to 

Council 
describing 
actions taken 

Target not 
achieved 
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KPA 5: LOCAL ECONOMIC DEVELOPMENT 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performance 

Reasons for 

Variance 

(Under/Over 

Performance) 

Remedial 

Action/Corrective 

Measure 

Portfolio of 

Evidence 

(POE) 


hub 


plan to create a 
Regional Hub. 

create a 

Regional 

Hub. 






To promote 
the 

Development 
of the Cattle 
Industry 

% of meetings 
attended where 

advice were 

provided to 

support 

department of 
Rural 

Developmentand 
Land Affairs with 
the planning for 
an Agri Park in 
Naledi LM 

LED Strategy 

Progress Report 

100% of all 
Agri Park 

meetings 
attended 

where an 

invitation 

was received 

with a seven 
day notice 
period 

Agri Park 

Meeting 

minutes/report 

Target 

achieved 



Agri park 

meeting 
minutes and 

attendance 

registers 

To promote 
the Growth 
of the game 
farming, 
hunting and 
eco-tourism 
industries 

Compile and 

table to Council 
an Integrated 

Game Farming 
Plan and report 
on key initiatives 
taken and to be 
taken by the 
municipality and 
other 

New 

Report 

Compile and 
table to 

Council an 

Integrated 

Game 

Farming Plan 
and report 
on key 

initiatives 

taken and to 

Agree on key 
initiatives to be 
undertaken by 
the 

municipality 
and other 

stakeholders 

Target 

achieved 

Nature 

reserve 

management 
plan tabled in 
council and 
awaiting 
approval 
from MEC 


Council 

resolution 
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KPA 5: LOCAL ECONOMIC DEVELOPMENT 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performance 

Reasons for 

Variance 

(Under/Over 

Performance) 

Remedial 

Action/Corrective 

Measure 

Portfolio of 

Evidence 

(POE) 


stakeholders 
regarding game 
farming 



be taken by 
the 

municipality 
and other 

stakeholders 

regarding 

game 

farming 






To lobby 

stakeholders 
and put in 
place 

initiatives to 

attract a 

major 
renewable 
energy solar 
project 

Number of 

reports on key 
initiatives taken 

and to be taken 
by the 

municipality and 
other 

stakeholders 
regarding solar 
projects 

New 

Progress Report 

4 Progress 
Reports 
regarding 
solar projects 
submitted to 
council (1 

each quarter) 

Lobby 

stakeholders 

and ensure 

that Naledi 

Local 

Municipality 

create an 

enabling 
environment 
for a large 
scale solar 

renewable 
energy project 
in its area. 

Target 

achieved 

N/A 

N/A 

Solar farms 

report 

To report on 
the National 
General Key 

Number of jobs 
created through 
municipality's 

600 jobs 

Number of jobs 

created 

through 

320 jobs 

created 

through 

Number of 

jobs created 
through 

Target not 
achieved 



Employment 
lists and 

contracts 
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KPA 5: LOCAL ECONOMIC DEVELOPMENT 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performance 

Reasons for 

Variance 

(Under/Over 

Performance) 

Remedial 

Action/Corrective 

Measure 

Portfolio of 

Evidence 

(POE) 

Performance 

Indicators 

local economic 
development 
initiatives 
including capital 
projects 


municipality's 
local economic 
development 
initiatives 
including 
capital projects 

municipality's 

local 

economic 

development 

initiatives 

including 

capital 

projects 

municipality's 
local economic 
development 
initiatives 
including 
capital projects 






Table 14. Performance measured against predetermined objectives and targets 
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CHAPTER 4 ORGANISATIONAL DEVELOPMENT PERFORMANCE 


The main objective of this key performance area is to ensure institutional capacity and 
administrative support to the Municipality in order to deliver its mandate. 

This chapter reflects the performance of the Municipality with regard to the Municipal 
Transformation and organizational development key performance area looking specifically at the 
following services: 

• Human Resource Management Services; 

• Legal Services; 

• Human Resource Development Services; 

• Information Technology Services; 

• Labour Relations Services; and 

• Corporate Administration and Council Support Services 

The Administrative Governance Structure comprise of four (4) municipal departments aligned to 
the municipal functions and responsibilities. Each department is led by a Senior Manager 
appointed in terms of Section 56 of the Municipal Systems Act as Executive Managers reporting 
directly to the Accounting Officer. 

Each Executive Manager interphase on issues related to the municipal function(s) relevant to 
the council committee and its admin unit. 


MUNICIPAL MANAGER 
(MRMTSEGAPO) 

01 Dec 2011- 30 Nov 2016 




COMMUNITY SERVICES & 
HOUSING 

(MrTKN Appolus) 

06 Dec 2012-05 Nov 2017 


COPORATE SERVICES 
(Ms C C Malefo) 
01/10/2013 - 30/09/2018 


TECHNICAL SERVICES* 
FACILITIES MANAGEMENT 

(Mr L Moinwe) 


CHIEF FINANCIAL OFFICER 

(Mr David Thornhill) 01 Oct 2012 
- 30 Sept ■ 2017 


Figure 1: ADMINISTRATIVE STRUCTURE OF COUNCIL 
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4.1 KPA 1 MUNICIPAL TRANSFORMATION AND ORGANISATIONAL 
DEVELOPMENT 

The following table provides an overview of the annual performance targets and actual 
performance of the municipality with relation to KPA l MUNICIPAL TRANSFORMATION AND 
ORGANISATIONAL DEVELOPMENT and addressesthe following corporate objectives: 

• To monitor and assess Performance Management 

• Promote Accountability and Efficient Administration 

• Achieve sound labour climate 

• Employment equity 

• Enhance Employees Skill 

• Promote technology efficiency 

• Achieve sound labour relations management 

• Provide adequate property management and administration 
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KPA 1 MUNICIPAL TRANSFORMATION AND ORGANISATIONAL DEVELOPMENT 

Objective 

Key 

Performa 

nee 

Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performanc 

e 

Reasons 

for 

Variance 

(Under/0 

ver 

Performa 

nee) 

Remedial 
Action/Correcti 
ve Measure 

Portfolio of 

Evidence 

(POE) 

To report on the National 
General Key Performance 
Indicators 

The 

percentag 

e of 

budget 
spent on 
implemen 
ting of 

workplace 
skills plan 

0.26% 

Reporting 
on the 

percentage 
of budget 
spent on 
implementi 
ng of 

workplace 
skills plan 

0,31% of 
training 
budget 
spent on 
implementi 
ng of 

workplace 
skills plan 

The 

percentage 
of budget 
spent on 

implementi 
ng of 

workplace 
skills plan 

Target 

achieved 



Report on 

expenditure 

incurred on 

implementin 

g skills 

development 

plan 

Customer Perspective 

To provide human 

resource management 

services 

Human 

Resource 

Strategy 

Draft 

Human 

Resourc 

es 

Strategy 
in place 

Adopted 

HR strategy 
by March 
2015 

Adopted 

Human 

Resource 

Strategy 

Council 

adopted 

Human 

Resource 

Strategy 

Target not 
achieved 

Human 

resources 

strategy 

only 

signed 

and 

approved 
by MM 

To be 

completed in 
next financial 

year 


Powers & Functions 

To provide appropriate 
corporate services to 
enable the organisation to 
perform it's powers and 
functions 

Number of 
operation 
al reports 
submitted 

and 

agreed 

42 


4 X 

Quarterly 
Reports on 
HR, IT, Legal 
Support, 
and 

4 X 

Quarterly 
Reports on 
HR, IT, Legal 
Support, 
and 

Target 

achieved 

N/A 

N/A 

4 X Quarterly 
Reports on 
HR,IT, Legal 
Support, and 
Administrati 

on 
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KPA 1 MUNICIPAL TRANSFORMATION AND ORGANISATIONAL DEVELOPMENT 

Objective 

Key 

Performa 

nee 

Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performanc 

e 

Reasons 

for 

Variance 

(Under/0 

ver 

Performa 

nee) 

Remedial 
Action/Correcti 
ve Measure 

Portfolio of 

Evidence 

(POE) 


corrective 

measures 

taken 



Administrat 

ion 

Administrat 

ion 






Table 15. Performance measured against predetermined objectives and targets 
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CHAPTER 5 FINANCIAL PERFORMANCE 


Municipal Financial Viability deals with managing the finance of the Municipality specifically 
looking at areas such as maximizing revenue and managing assets. 

This chapter reflects the performance of the Municipality with regard to the Municipal Financial 
Viability key performance area looking specifically at the Budget and Finance services. The 
function of this unit entails the following: 

• Collects the budgeted revenue and decrease the outstanding debt; 

• Ensures the accessibility and maintenance of pay points; 

• Ensuresthatalltheindigentsregisteredarereceivingfreebasicservices(Updatingthein 
digentregister); 

• Develop the budget process plan; 

• Submits the monthly budget statements reports to the council(Section71); 

• Manage Municipal Assets; 

• Pay creditors on time; and 

• Develop and implement relevant financial policies 


5.1 KPA 3: MUNICIPAL FINANCIAL VIABILITY 

This chapter reflects the performance of the municipality with regard to KPA 3: MUNICIPAL 
FINANCIAL VIABILITY and the following table provides an overview of the annual performance 
targets and actual performance of the municipality with relation to the following corporate 
objectives: 

• To monitor and assess Performance Management 

• Enhance and maximize revenue 

• To maintain sound and sustainable financial management 

• To maintain sound and sustainable financial management 

• Promote access to free basic services to communities 

• Achieve clean audit 
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KPA 3: MUNICIPAL FINANCIAL VIABILITY 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performanc 

e 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correct iv 
e Measure 

Portfolio of 

Evidence 

(POE) 

To ensure the 
implementatio 
n of legislated 
powers and 
functions 

Number of 
quarterly 
reports from 
each Sect 56 
Manager 
with PoE 

submitted 

within 10 

days after 

the end of 
each quarter 
as well as 

mid term and 

annual 

reports 

submitted 

within 10 

days after 

the end of 
the period. 

Reports 

submitted 

late and 

lacking 

sufficient 

Portfolio of 

evidence 

Compiled 
quarterly 
reports from 
each Sect 56 
Manager 
with PoE 

submitted 

within 10 

days after 
the end of 
each quarter 
as well as 

mid term 

and annual 
reports 

submitted 

within 10 

days after 
the end of 
the period. 
Corrective 

measures 

described in 
the report. 

4 Compiled 
quarterly 
reports from 
each Sect 56 
Manager 
with PoE 

submitted 

within 10 

days after 
the end of 
each quarter 
as well as 

mid term 

and annual 
reports 

submitted 

within 10 

days after 
the end of 
the period. 
Corrective 

measures 

described in 
the report. 
(1 each 

quarter) 

4 quarterly 
reports per 

Sect 56 

Manager 

including 

PoE's signed 
off by 

Manager 
Planning and 
Compliance 
and verified 
by Internal 
Audit (1 each 
quarter) 

Target not 
achieved 

Late and 

incomplete 

reports 

Commitment to 
be made by 
department to 
ensure timely 
submission and 
completed 
reports 

N/A 

To ensure the 
implementatio 

Receive an 
unquiified 

Unqualified 

Audit 

Receive 

unqualified 

Receive 

unqualified 

Unqualified 

Audit 

Target 

achieved 

N/A 

N/A 

AG Report 
14-15 
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KPA 3: MUNICIPAL FINANCIAL VIABILITY 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performanc 

e 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correct iv 
e Measure 

Portfolio of 

Evidence 

(POE) 

n of legislated 
powers and 
functions 

audit report 
from the 

Auditor 

General. 

Opinion 
from AG 

Audit 

Opinion 
from AG 

Audit 

Opinion 
from AG 

Opinion from 
AG 





To ensure the 
implementatio 
n of legislated 
powers and 
functions 

Receive an 
improved 
report with 
at least 10% 

reduction in 

the number 

of concerns 

raised from 

the Auditor- 

General for 
the 2014/15 
report in 

comparison 
with the 

2013/14 
report 

Various 

concerns 

raised by 
AG in terms 

of 

compliance 

with 

legislation 

Reduce 

concerns 

raised by AG 
for 2014/15 
relating to 
BTO and 

obtain clean 
report for 
2016/17 

Reduce 

concerns 

raised by AG 
with 10% for 
2014/15 
report in 

comparison 
with the 

2013/14 
report 

Report from 
AG 

Target 

achieved 

N/A 

N/A 

AG Report 
14-15 

To Maximise 

Revenue 

Opportunities 

The 

percentage 

of revenue 

collected on 

amounts that 

could be 

invoiced 

80% of 

amounts 

that could 

be invoiced 
paid 

Improve 

revenue 

collected to 

90% of 

amount 

that could 

be invoiced 

Improve 

revenue 

collected to 

90% of 

amount 

that could 

be invoiced 

% of revenue 

collected 

from total 

amount that 

could be 

invoiced 

Target not 
achieved 

Revenue 
department 
al staff 

under 

investigation 
for fraud 

and 

suspended 

Updating of the 
debtors system 
and improving 

revenue 

department 

N/A 
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KPA 3: MUNICIPAL FINANCIAL VIABILITY 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performanc 

e 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correct iv 
e Measure 

Portfolio of 

Evidence 

(POE) 








thereby 

creating 

temporary 

setback 



To promote 
uninterrupted 
Basic Service 
Delivery 

% of the total 

allocated 
grant funding 
spent in the 
financial year 

100% 

Gazetted 

grant 

funding 

spent 

according to 

planned 

timeframes 

100% of 

gazetted 

grant 

funding 

spent 

according to 

planned 

timeframes 

100% of 

gazetted 
grant funding 
spent 

according to 

planned 

timeframes 

Target 

achieved 

N/A 

N/A 

Monthly 

CFO and 

Manageme 
nt reports 

To report on 
the National 
General Key 
Performance 

Indicators 

The 

percentage 

of 

households 
earning less 
than R6000 
per month 
with access 

to free basic 

services 

7.30% 

Report on 
the 

evaluation 

of 

applications 
to register 

as an 

indigent 
within two 

months 

from 

receiving the 

application 

and; 

reporting on 
the % of 

Report on 
the 

evaluation 

of 

applications 
to register 

as an 

indigent 
within two 

months 

from 

receiving the 

application 

and; 

reporting on 
the % of 

Evaluation of 

100% of 

applications 
to register as 
an indigent 
within two 

months from 
receiving the 
application. 

Target 

achieved 

N/A 

N/A 

Monthly 

CFO and 

Manageme 
nt reports 
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KPA 3: MUNICIPAL FINANCIAL VIABILITY 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performanc 

e 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correct iv 
e Measure 

Portfolio of 

Evidence 

(POE) 




indigents 

indigents 






To report on 
the National 
General Key 
Performance 

Indicators 

The 

percentage 

of a 

municipality' 
s capital 

budget 
actually 
spent on 

capital 
projects 
identified for 
a particular 
financial year 
in terms of 

the 

municipality' 
s integrated 
development 
plan 

100% 

Financial 

statements 

indicating 

percentage 

of a 

municipality' 
s capital 

budget 
actually 
spent on 

capital 
projects 

Financial 

statements 

indicating 

percentage 

of a 

municipality' 
s capital 

budget 
actually 
spent on 

capital 
projects 

% Capital 

budget 

actually 

spent on 

capital 

projects 

Target 

achieved 

N/A 

N/A 

Monthly 

CFO and 

Manageme 
nt reports 

To report on 
the National 
General Key 
Performance 

Indicators 

The 

percentage 
of budget 

spent on 

implementin 
g of 

workplace 
skills plan 

0.26% 

The 

percentage 
of budget 
spent on 

implementin 
g of 

workplace 
skills plan 

The 

percentage 
of budget 
spent on 

implementin 
g of 

workplace 
skills plan 

0.31% 

Target 

achieved 

N/A 

N/A 

Monthly 

CFO and 

Manageme 
nt reports 
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KPA 3: MUNICIPAL FINANCIAL VIABILITY 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performanc 

e 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correct iv 
e Measure 

Portfolio of 

Evidence 

(POE) 

To report on 
the National 
General Key 

Performance 

Indicators 

Financial 
viability Ratio 

1 - Debt 

Coverage 

35.7 

Financial 

viability 

Ratio 1 - 

Debt 

Coverage 

Financial 

viability 

Ratio 1 - 

Debt 

Coverage 

35.7 

Target 

achieved 




To report on 
the National 
General Key 
Performance 

Indicators 

Financial 
viability Ratio 

2 

Outstanding 

service 

debtors to 

revenue 

52.4% 

Financial 

viability 

Ratio 2 - 

Outstanding 

service 

debtors to 

revenue 

Financial 

viability 

Ratio 2 - 

Outstanding 

service 

debtors to 

revenue 

52% 

Target 

achieved 




To report on 
the National 
General Key 
Performance 

Indicators 

Financial 
viability Ratio 

3 - Cost 

Coverage 

0.2 

Financial 

viability 

Ratio 3 - 

Cost 

Coverage 

Financial 

viability 

Ratio 3 - 

Cost 

Coverage 

0.2 

Target 

achieved 




Financial 

Perspective 

The actions of 

the 

department 
should not 

compromise 
accountability 
and careful 

management 

of the financial 

Audited 

Financial 

Statements 

Compliance 

To have 

Audited 

Financial 

Statements 
by 14 

December 

2015 

To have 

Audited 

Financial 

Statements 
by 14 

December 

2015 

Audited 

Financial 

Statements 

Target 

achieved 

N/A 

N/A 

Audited 14- 

15 financial 

statements 
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KPA 3: MUNICIPAL FINANCIAL VIABILITY 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performanc 

e 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correct iv 
e Measure 

Portfolio of 

Evidence 

(POE) 

sustainability 
of Naledi Local 
Municipality 










Financial 

Perspective 

The actions of 

the 

department 
should not 

compromise 
accountability 
and careful 

management 

of the financial 
sustainability 
of Naledi Local 
Municipality 

Monthly 

Budget 

Reports 

Compliance 

Monthly 

Monthly 

Monthly 

Budget 

Reports (3 
perQ) 

Target 

achieved 

N/A 

N/A 

Monthly 

CFO and 

Manageme 
nt reports 

Innovation, 
Learning & 

Growth 
Perspective 

The 

department 
should 
continuously 
improve the 
effectiveness 
and efficiency 

Report on 

improvemen 
ts regarding 
the 

effectiveness 

and 

efficiency of 
financial 
databases, 
record 

keeping and 

New 

Quarterly 

report 

Quarterly 

report 

Report on 

improvemen 

ts as agreed 

to in 

previous 

quarter 

reporting 

Target 

achieved 

N/A 

N/A 

Monthly 

CFO and 

Manageme 
nt reports 
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KPA 3: MUNICIPAL FINANCIAL VIABILITY 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performanc 

e 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correct iv 
e Measure 

Portfolio of 

Evidence 

(POE) 

of financial 

databases, 
record keeping 
and 

procedures to 
gain maximum 
benefits from 

available 

funding. 

procedures 









Powers and 

Functions 

Quarterly 
operational 
reports from 
each 

manager, 
deputy 
manager and 
supervisor in 
department 

Haphazard 

and 

inconsisten 

t reports 

Consistent 

quarterly 

operational 

reports with 

highlights 

and 

corrective 

measures 

from each 

manager, 

deputy 

manager 

and 

supervisor 

in 

department 

Consistent 

quarterly 

operational 

reports with 

highlights 

and 

corrective 

measures 

from each 

manager, 

deputy 

manager 

and 

supervisor 

in 

department 

Report 

according to 
standardised 

format 

indicating 

corrective 

measures 

taken 

Target not 
achieved 

Standardise 

d format not 

implemente 

d 

PMS section to 
workshop unit 
on standardised 

format 

N/A 

Maximise 

Revenue 

Opportunities 

Funding of 

legislated 

functions 

Vehicle 

licensing 

function 

Perform 
only own 

powers and 

Perform 
only own 

powers and 

Legally 
binding 
contract with 

Target 

achieved 



Letter of 

engagement 

between 
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KPA 3: MUNICIPAL FINANCIAL VIABILITY 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performanc 

e 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correct iv 
e Measure 

Portfolio of 

Evidence 

(POE) 



performed 
on behalf 

of 

provincial 
governmen 
t. (Not 

funded) 

functions, 

except 

where an 

agency 

mandate is 

100% 

funded from 

external 

sources 

and/or 

income 

functions, 

except 

where an 

agency 

mandate is 

100% 

funded from 

external 

sources 

and/or 

income 

Provincial 

Government 




municipality 

and 

province 
(Departmen 
t of 

Transport )- 
community 
services 

Maximise 

Revenue 

Opportunities 

Funding of 

legislated 

functions 

Library 
function 
performed 
on behalf 

of 

provincial 
governmen 
t (not fully 
funded) 

Perform 
only own 

powers and 
functions, 
except 

where an 

agency 

mandate is 

100% 

funded from 

external 

sources 

and/or 

income 

Perform 
only own 

powers and 
functions, 
except 

where an 

agency 

mandate is 

100% 

funded from 

external 

sources 

and/or 

income 

Legally 
binding 
contract with 

Provincial 

Government 

Target not 
achieved 

The main 

function of 

this KPI lies 

with 

community 

services 

however 

finance will 
only assist 

Community 
services to 

implement 

N/A 

Electricity 

Number of 

additional 

households 

New 


4 Reports 

Submitted 

Reports 

Target not 
achieved 

Target not 
for finance 
department 

Target to be 
removed in 

2016-2017 
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KPA 3: MUNICIPAL FINANCIAL VIABILITY 

Objective 

Key 

Performance 

Indicator 

Baseline 

Annual 

Target 

Revised 

Target 

Output 

Indicator 

Actual 

Performanc 

e 

Reasons for 

Variance 

(Under/Ove 

r 

Performanc 

e) 

Remedial 
Action/Correct iv 
e Measure 

Portfolio of 

Evidence 

(POE) 


living in 

formal areas 
provided 
with 

electricity 

connections 









Electricity 

Number of 

additional 

households 
provided 
with access 

to Free Basic 
Electricity 

New 


4 Reports 

Submitted 

Reports 

Target not 
achieved 

Target not 
for finance 
department 

Target to be 
removed in 

2016-2017 



Table 16. Performance measured against predetermined objectives and target 
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ANNEXURE A: EXTRACTS FROM DATA PROVIDED BY THE OFFICE OF 
THE PREMIER ANALYSIS OF STATUS IN NALEDI LOCAL MUNICIPALITY WARDS 


Overview of the Data 

All information was sourced from the Census 2011 as conducted by Statistics South Africa. In 
previous submissions to the Planning Lekgotia we have standardised to the Ward-Data, but in 
May 2013 the next level of detail data, Sub-Place-Name, was made available by Stats SA. This 
data have been included in table format to illustrate the actual needs within the Municipalities 
and Wards. 

We have depicted the information per Ward in order to keep a constant understanding and 
consistency with previous data and presentations. Whilst it is good to show the needs in 
percentage terms of the total number of households in a specific geographic area, we also need 
to see the need in real terms as the actual number of households that are affected. Data have 
been ordered and sorted but not changed or edited. 

For the purposes of this document we will refer to the number of households (HH), but the 
reader cancalculate or convert to the number of persons ifso required. The number of persons 
per household was 3. 7 In 2011 (Stats SA) 


Electrification 

When one looks at the table below (data from Census 2011) it is clear that there are many 
areas in need of electrification (see data in red) 




HH Other 

% No 

Total 

Electricity 

Solar 

forms of 

electricity 

Number 



lighting 

for lighting 

of HH 


Geography by Energy or fuel for 
lighting for Household weighted 


PLEASE NOTE: The number on the map is as supplied by the Demarcation Board. The last two 


North West 

892424 

2616 

166976 

I DC39: Dr Ruth Segomotsi Mompati 

103016 

350 

21904 

j NW392: Naledi 

14253 

55 

4264 

63902001: Ward 1 

1437 

9 

828 

63902002: Ward 2 

1688 

6 

137 

63902003: Ward 3 

964 

4 

928 

63902004: Ward 4 

1908 

2 

1315 

63902005: Ward 5 

1758 

18 

694 

63902006: Ward 6 

1499 

3 

120 

63902007: Ward 7 

2136 

2 

113 

63902008: Ward 8 

1475 

1 

50 

63902009: Ward 9 

1390 

9 

77 


19% 


1062015 





82 of 188 



Piped Water 

When one looks at the table below (data from Census 2011) it is clear that the water supply is 
above the provincial average (see data in red) 


Geography by Piped water for 
Household weighted 

Hbove RDP Standard 

Water Below RDP Standard 

Water % Below RDP Standard 

Total Number of HH 

PLEASE NOTE: The number on the map is as supplied by the Demarcation Board. The 

last two numbers will indicate and correspond to the Ward Number. 


North West 

888158 

173856 

20% 

1062015 

I DC39: Dr Ruth Segomotsi Mompati 

99282 

25989 

21% 

125270 1 

I NW392: Naledi 

17022 

1552 

8% 

18572 1 

63902001: Ward 1 

2024 

251 

11% 1 

2274 

63902002: Ward 2 

1752 

80 

4% 1 

1832 

63902003: Ward 3 

1490 

406 

21% 

1897 

63902004: Ward 4 

2707 

519 

16% 

3225 

63902005: Ward 5 

2224 

245 

10% 

2470 

63902006: Ward 6 

1617 

4 

0% 

1622 

63902007: Ward 7 

2215 

36 

2% 

2251 

63902008: Ward 8 

1524 

1 

0% 

1525 

63902009: Ward 9 

1466 

9 

1% 

1476 
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Sanitation 

When one looks at the table below (data from Census 2011) it is clear that wards 4 and 5 have 
the greatest need of sanitation (see data in red) 


Geography by Toilet facilities for 
Household weighted 

Above 

RDP 

standard 

Sanitation 

Below 

RDP 

standard 

Sanitation 
% Below 
RDP 
standard 

Total 
Number 
of HH 

PLEASE NOTE: The number on the map is as supplied by the Demarcation Board. The 
last two numbers will indicate and correspond to the Ward Number. 

North West 

611463 

450551 

42% J 

1062015 

DC39: Dr Ruth Segomotsi Mompati 

74822 

50447 

40% 

125270 1 

NW392: Naledi 

13941 

4632 

25% 

18572 \ 

63902001: Ward 1 

1160 

i 1114 

49% 

2274 

63902002: Ward 2 

1691 

i 142 

8% 

1832 

63902003: Ward 3 

1214 

i 683 

36% 

1897 

63902004: Ward 4 

1960 

i 1264 

39% 

3225 

63902005: Ward 5 

1289 

i 1182 

48% 

2470 

63902006: Ward 6 

1605 

i 16 

1% 

1622 

63902007: Ward 7 

2044 

207 

9% 

2251 

63902008: Ward 8 

1518 

i 7 

0% 

1525 

63902009: Ward 9 

1459 

i 17 

1% 

1476 


Unemployment and Sustainable livelihoods 

All wards where unemployment numbers are over 1000 persons or 25% have been highlighted 
in Red. It is clear that the number of unemployed persons in the municipality is excessive and 
action needs to be taken urgently.(Data from Census 2011) 




Employed 

Unemployed 

Discouraged 

work-seeker 

Total 

% 

Unemployed 

DC39: Dr Ruth Segomotsi 
Mompati 

71778 

40039 

25080 

136897 

29% 

NW392: Naledi 

18201 

6415 

1780 

26396 

24% 

63902001 

Ward 1 

2484 

489 

294 

3267 

15% 

63902002 

Ward 2 

2340 

497 

103 

2940 

17% 

63902003 

Ward 3 

2002 

831 

284 

3117 

27% 

63902004 

Ward 4 

1926 

1861 

366 

4153 

45% 

63902005 

Ward 5 

2862 

491 

264 

3617 

14% 

63902006 

Ward 6 

1026 

618 

131 

1775 

35% 

63902007 

Ward 7 

3333 

180 

87 

3600 

5% 

63902008 

Ward 8 

1160 

848 

140 

2148 

39% 

63902009 

Ward 9 

1069 

599 

112 

1780 

34% 

All wards 

where informal 

housing backlog numbers are over 1000 Housel 

holds have b( 


highlighted in Red. It is clear that the backlog of formal housing in the wards 3 and 5 is high and 
action needs to be taken. (Data from Census 2011) 
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Geography by Type of dwelling 
for Household weighted 

FORMAL 

_l 

< 

z 

o 

H 

Q 

1- 

No. INFORMAL 

HH 

% Informal 

Housing 

Total Number 

of HH 

PLEASE NOTE: The number on the map is as supplied by the Demarcation Board. 
The iast two numbers will indicate and correspond to the Ward Number. 

North West 

809683 

17531 

234802 

29% 

: 1062015 1 

DC39: Dr Ruth Segomotsi 

Mompati 

107388 

4180 

13701 

11% 

125270 1 

NW392: Naledi 

15081 

242 

3250 

17% 

18572 ! 

63902001: Ward 1 

1822 

63 

389 

17% 

2274 

63902002: Ward 2 

1779 

15 

38 

2% 

1832 

63902003: Ward 3 

996 

1 

900 

47% 

1897 

63902004: Ward 4 

1794 

3 

1427 

44% 

3225 

63902005: Ward 5 

2211 

138 

121 

5% 

2470 

63902006: Ward 6 

1559 

11 

53 

3% 

1622 

63902007: Ward 7 

2114 

9 

128 

6% 

: 2251 

63902008: Ward 8 

1478 

1 

45 

3% 

1525 

63902009: Ward 9 

1328 

1 

147 

10% 

; 1476 


Refuse Removals 

All wards where lack of refuse removals exceeds 1000 Households or 50% have been 
highlighted in Red. It is clear that the extent of refuse removals is big and that this can add to 
the disease burden and health of persons in the municipality.(Data from Census 2011) 


Geography by Refuse disposal for 
Household weighted 

Removed 

by 

Authority / 
Private 

No refuse 
removals 

% No 

refuse 

removals 

Total 

Number of 
HH 

PLEASE NOTE: The number on the map is as supplied by the Demarcation Board. The 
last two numbers will indicate and correspond to the Ward Number. 

North West 

533595 

528420 

50% 

1062015 

DC39: Dr Ruth Segomotsi Mompati 

35511 

89758 1 

72% 

125270 1 

NW392: Naledi 

12940 

5631 

30% 

18572 1 

: 63902001: Ward 1 

746 

1529 

67% 

2274 

63902002: Ward 2 

1451 

381 

21% 

1832 

63902003: Ward 3 

1820 

78 

4% 

1897 

63902004: Ward 4 

2532 

695 

22% 

3225 

63902005: Ward 5 

132 

2338 


2470 

63902006: Ward 6 

1602 

19 

1% 

1622 

63902007: Ward 7 

1766 

485 

22% 

2251 

63902008: Ward 8 

1496 

29 

2% 

1525 

63902009: Ward 9 

1396 

79 

5% 

1476 


Table 17. 
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NALEDI LOCAL MUNICIPALITY 
CONTACT INFORMATION 


Municipal Manager 

Name: 

Contact telephone number: 
Contact e-mail address: 


Chief Financial Officer 

Name: 

Contact telephone number: 
Contact e-mail address: 
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Name: 

Contact telephone number: 
Contact e-mail address: 
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Contact telephone number: 
Contact e-mail address: 


Contact at National Treasury 

Name: 

Contact telephone number: 
Contact e-mail address: 


Mr. M.T. Segapo 
( 053 ) 928 2202 

municipalmanaqer@naledi. local. qov.za 


Mr. D.M. Thornhill 
( 053 ) 928 2209 
thornhilld@naledi. local. qov.za 


Me. M.J. Ramatihape 
( 018 ) 388 4168 
lramatlhape@nwpq. qov.za 


Me. Magriet Coetzee 
( 018 ) 294 3301 
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( 012 ) 315 5009 
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NALEDI LOCAL MUNICIPALITY 
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NALEDI LOCAL MUNICIPALITY 

ACCOUNTING OFFICERS RESPONSIBILITIES AND APPROVAL OF ANNUAL FINANCIAL 

STATEMENTS 


The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate 
accounting records and is responsible for the content and integrity of the annual financial statements and related financial 
information included in this report. It is the responsibility of the accounting officer to ensure that the annual financial 
statements fairly present the state of affairs of the municipality as at the end of the financial year and the results of its 
operations and cash flows for the period then ended. 

The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board. The 
external auditors will form an opinion on whether the financial statements are prepared, in all material aspects, in accordance 
with the reporting framework and will be given unrestricted access to all financial records and related data. 

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates. 

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control established 
by the municipality and place considerable importance on maintaining a strong control environment. To enable the 
accounting officer to meet these responsibilities, the accounting officer sets standards for internal control aimed at reducing 
the risk of error or deficit in a cost effective manner. The standards include the proper delegation of responsibilities within a 
clearly defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level 
of risk. These controls are monitored throughout the municipality and all employees are required to maintain the highest 
ethical standards in ensuring the municipality's business is conducted in a manner that in all reasonable circumstances is 
above reproach. The focus of risk management in the municipality is on identifying, assessing, managing and monitoring all 
known forms of risk across the municipality. While operating risk cannot be fully eliminated, the municipality endeavours to 
minimise it by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and managed 
within predetermined procedures and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the system of 
internal control provides reasonable assurance that the financial records may be relied on for the preparation of the annual 
financial statements. However, any system of internal financial control can provide only reasonable, and not absolute, 
assurance against material misstatement or deficit. 

The accounting officer has reviewed the municipality's cash flow forecast for the year to 30 June 2016 and, in the light of this 
review and the current financial position, he is satisfied that the municipality has or has access to adequate resources to 
continue in operational existence for the foreseeable future. 

The annual financial statements, which are prepared on the going concern basis as set out on pages 1 to 74 have been 
signed by myself on behalf of the Municipality on 31 August 2016. 



M.T. SEGAPO 
MUNICIPAL MANAGER 
31 August 2016 
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NALEDI LOCAL MUNICIPALITY 

REPORT OF THE CHIEF FINANCIAL OFFICER FOR THE YEAR ENDED 30 JUNE 2016 


1. INTRODUCTION 

These annual financial statements are prepared in terms of the Section 122 of the MFMA and presents a report on the 
status of this municipality’s performance against its budget, the management of its revenue, expenditure, assets and 
liabilities, its operational activities, financial results and the municipal financial position as at 30 June 2016. 


2. BASIS OF ACCOUNTING 

These Annual Financial Statements have been prepared in accordance with the Standards of Generally Recognised 
Accounting Practices (GRAP) prescribed by the Minister of Finance as detailed in the Significant Accounting Policies 
section. 


3. REVIEW OF OPERATING RESULTS 
3.1 General 

Details of the operating results per vote and classification of revenue and expenditure are included in Appendix D and 
Statement for comparison of budget and actual amounts. The overall operating results for the year ended, 30 June 
2016 are as follows: 



Actual 

Actual 

Variance 

Budget 

Variance 


2015 

2016 

2015 / 2016 

2016 

Actual / Budget 


R 

R 

% 

R 

% 

Revenue 

360 457 096 

374 472 078 

4% 

377 252 437 

-1% 

Expenditure 

-387 776 475 

-416 107 551 

-7% 

-403 418 129 

-3% 

Other 

-296 074 063 

-1 733 419 

99% 

- 

0% 

Nett surplus / (deficit) for the year 

-323 393 442 

-43 368 892 

87% 

-26 165 692 

-66% 


For explanations of significant variances refer Statement for comparison of budget and actual amounts. 


3.2 Revenue 

The detail breakdown of operating revenue is as follows for the year ended 30 June 2016: 



Actual 

Actual 

Variance 

Budget 

Variance 


2015 

2016 

2015 / 2016 

2016 

Actual / Budget 


R 

R 

% 

R 

% 

Property Rates 

34 342 232 

36 775 732 

7% 

41 248 967 

-11% 

Property rates - penalties imposed and 
collection charges 



0% 


0% 

Service Charges 

139 953 348 

158 682 548 

13% 

199 146 870 

-20% 

Rental of facilities and equipment 

737 581 

806 567 

9% 

1 098 000 

-27% 

Interest earned - external investments 

235 094 

401 679 

71% 

200 000 

101% 

Interest earned - outstanding receivables 

13 503 505 

16 554 937 

23% 

15 000 000 

10% 

Fines 

1 481 027 

976 737 

-34% 

2 501 000 

-61% 

Licences and Permits 

6 934 890 

6 569 415 

-5% 

6 420 000 

2% 

Government grants and subsidies 

128 135 495 

106 726 243 

-17% 

107 598 000 

-1% 

Other income 

35 133 925 

46 978 222 

34% 

4 039 600 

1063% 

Total revenue 

360 457 096 

374 472 078 

4% 

377 252 437 

-1% 
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3.3 Expenditure 

The detail breakdown of operating expenditure is as follows for the year ended 30 June 2016: 



Actual 

Actual 

Variance 

Budget 

Variance 


2015 

2016 

2015 / 2016 

2016 

Actual / Budget 


R 

R 

% 

R 

% 

Employee related costs 

140 680 868 

152 718 018 

9% 

151 218 362 

-1% 

Remuneration of councillors 

6 287 777 

6 560 894 

4% 

6 453 617 

-2% 

Impairment of receivables 

30 068 238 

41 050 411 

37% 

19 089 268 

-115% 

Collection costs 

- 

278 262 

0% 

- 

0% 

Depreciation, amortisation expense and 
impairment 

51 423 078 

37 581 324 

-27% 

48 500 000 

23% 

Grants and subsidies paid 

5 505 105 

1 997 789 

-64% 

1 120 000 

-78% 

Finance costs 

22 136 142 

33 511 854 

51% 

21 937 900 

-53% 

Bulk purchases 

82 316 180 

88 464 468 

7% 

94 537 600 

6% 

Repairs and maintenance 

8 286 017 

6 198 558 

-25% 

25 967 557 

76% 

Contracted services 

14 397 655 

23 367 935 

62% 

14 680 465 

-59% 

General expenses 

26 675 416 

24 378 040 

-9% 

19 913 360 

-22% 

Total expenditure 

387 776 475 

416 107 551 

7% 

403 418 129 

-3% 



For explanations of significant variances refer Statement for comparison of budget and actual amounts. 


3.4 Budget 

The total operating budget performance is summarized as follows for the year ended 30 June 2016: 



Actual 

2016 

Budget 

2016 

Balance remaining on budget 


R 

R 

R % 

Actual operating expenditure to date 

416 107 551 

403 418 129 

-12 689 422 -3% 
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4. CONDITIONAL GRANTS 


The detailed conditional grants summary is as follows for the year ended 30 June 2016. 



Unspent grant 
opening 
balance 

R 

Current year 
receipts 

R 

Conditions 

met 

R 

Net balance 
claimed 
against debtor 
/ creditor 

R 

Unspent grant 
closing 
balance 

R 

Municipal Infrastructure Grant 

961 163 

45 844 000 

-28 231 189 


18 573 974 

Dr Ruth S Mompati DM Grant 

265 419 

16 556 037 

-16 821 456 

- 

- 

INEP Grant 

- 

15 000 000 

-8 917 196 

-6 082 804 

- 

Finance Management Grant 

- 

1 600 000 

-1 600 000 

- 

- 

Dep of Sports, Arts and Culture Grant 

- 

1 450 000 

-1 450 000 

- 

- 

Municipal Systems Improvement Grant 

- 

930 000 

-930 000 

- 

- 

Expanded Public Works Programme 
Grant 


1 876 000 

-1 876 000 



LG Seta Grant 

- 

195 321 

-195 321 

- 

- 

Department of Energy Grant (SANEDI) 

- 

8 000 000 

-7 086 081 

-913 919 

- 

Fire Grant 

- 

- 

- 

- 

- 

Total 

1 226 582 

91 451 358 

-67 107 243 

-6 996 723 

18 573 974 








6. CONCLUSION 

I would like to extend my appreciation to the Mayor, The Chairperson of the Finance Portfolio Committee, other 
Councillors, Municipal Manager, Management, finance officials, all staff members and all other role players for their 
support, assistance and participation in getting the job done in the 2015/16 financial year. 



D.M. THORNHILL 

CHIEF FINANCIAL OFFICER 

31 August 2016 
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2016 

R 

76 195 126 

18 582 745 

19 930 765 

10 012 322 

2 995 310 

24 673 984 

765 024 429 

764 305 144 

719 286 


841 219 555 

427 141 051 

387 416 238 

6 672 149 

9 521 243 

18 573 974 

4 509 572 

447 875 

117 623 414 

92 974 681 

24 648 732 


544 764 465 


296 455 091 


2 164 229 

294 290 862 


296 455 091 



2015 

R 

58 566 909 

1 284 901 

20 689 549 

13 473 535 

2 935 762 

20 183 161 

739 381 405 

738 662 119 

719 286 


797 948 314 

373 622 884 

325 588 276 

5 646 524 

9 013 003 

1 226 582 

30 648 732 

1 499 767 

86 056 856 

85 607 147 

449 708 


459 679 739 


338 268 574 


1 697 412 

336 571 162 


338 268 574 



Note 


ASSETS 

Current assets 

Cash and cash equivalents 

Trade and other receivables from exchange transactions 
Other receivables from non-exchange transactions 
Inventories 
VAT receivable 

Non-current assets 

Property, plant and equipment 
Heritage assets 
Biological assets 

Total assets 


LIABILITIES 
Current liabilities 

Trade and other payables from exchange transactions 
Consumer deposits 
Current provisions 

Current portion of unspent conditional grants and receipts 
Current portion of borrowings 
Current portion of finance lease liability 

Non-current liabilities 

Non-current provisions 

Non current trade and other payables from exchange transactions 
Non-current borrowings 
Non-current finance lease liabilities 


Total liabilities 

Net assets 

NETT ASSETS 

Reserves 

Accumulated surplus / (deficit) 

Total net assets 


1 

2 

3 

4 

5 


6 

7 

8 


9 

10 
11 
12 
13 
48 


14 

9 

13 

48 


47 
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2016 

2015 

Note 

R 

R 


REVENUE 


Revenue from exchange transactions 

Service Charges 

Rental of facilities and equipment 

Interest earned - external investments 

Interest earned - outstanding receivables 

Licences and Permits 

Other income 


16 

17 

18 
18 

20 


229 993 366 

158 682 548 
806 567 
401 679 
16 554 937 
6 569 415 
46 978 222 


196 498 343 

139 953 348 
737 581 
235 094 
13 503 505 
6 934 890 
35 133 925 


Revenue from non-exchange transactions 
Taxation revenue 

Property Rates 

Property rates - penalties imposed and collection charges 

Transfer revenue 

Fines 

Government grants and subsidies 


15 

15 


19 


144 478 712 



163 958 753 


34 342 232 


1 481 027 
128 135 495 


TOTAL REVENUE 


374 472 078 


360 457 096 


EXPENDITURE 

Employee related costs 
Remuneration of councillors 
Impairment of receivables 
Collection costs 

Depreciation, amortisation expense and impairment 

Grants and subsidies paid 

Finance costs 

Bulk purchases 

Repairs and maintenance 

Contracted services 

General expenses 


21 

22 

23 

25 

24 

26 

27 

28 
29 


152 718 018 
6 560 894 
41 050 411 
278 262 
37 581 324 
1 997 789 
33 511 854 
88 464 468 
6 198 558 

23 367 935 

24 378 040 


140 680 868 
6 287 777 
30 068 238 

51 423 078 
5 505 105 
22 136 142 
82 316 180 
8 286 017 
14 397 655 
26 675 416 


TOTAL EXPENDITURE 

Gain / (loss) on disposal of property, plant and equipment 

Gain / (loss) on natural movement of game / animals 

Gain / (loss) on disposal of Biological Assets 

Gain / (loss) on borrowings redeemed 

Gain / (loss) on actuarial valuation 

Unwinding of discounting 

Residual interest income 

Gain / (loss) on fair value adjustment 

SURPLUS / (DEFICIT) FOR THE YEAR 


30 


416 107 551 


-1 572 943 
185 500 


-220 137 
-125 839 


387 776 475 


-292 048 109 
988 750 


-6 301 836 
1 287 132 


-43 368 892 


-323 393 442 
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Accumulated 



Note 

Revaluation reserve 

surplus / (deficit) 

Total Net assets 



R 

R 

R 

2015 

Balance at 1 July 2014 


2 797 286 

659 789 655 

662 586 940 

Prior period error 

34 

- 

-153 755 

-153 755 

Restated balance 


2 797 286 

659 635 900 

662 433 186 

Restated surplus / (deficit) for the year 

34 

- 

-323 393 442 

-323 393 442 

PPE revalued 


-771 169 

- 

-771 169 

Capital grants used to purchase PPE 


- 

- 

- 

Offsetting of depreciation 


-328 704 

- 

-328 704 

Realisation of revaluation reserve 


- 

328 704 

328 704 

Balance at 30 June 2015 


1 697 412 

336 571 162 

338 268 574 

2016 

Changes in accounting policy 

33 




Restated balance 


1 697 412 

336 571 162 

338 268 574 

Surplus / (deficit) for the year 


- 

-43 368 892 

-43 368 892 

PPE revalued 


1 555 408 

- 

1 555 408 

Capital grants used to purchase PPE 


- 

- 

- 

Offsetting of depreciation 


-1 088 591 

- 

-1 088 591 

Realisation of revaluation reserve 


- 

1 088 591 

1 088 591 

Balance at 30 June 2016 


2 164 229 

294 290 862 

296 455 091 
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Note 


2016 

R 


2015 

R 


CASH FLOW FROM OPERATING ACTIVITIES 

Cash receipts from ratepayers, government and other 
Cash paid to suppliers and employees 
Cash generated from / (utilised in) operations 

Interest received 
Interest paid 


31 


344 333 845 
-254 735 281 
89 598 564 

16 956 615 
-33 502 282 


276 008 175 
-209 518 810 
66 489 365 

13 738 599 
-22 136 142 


NET CASH FROM OPERATING ACTIVITIES 

CASH FLOW FROM INVESTING ACTIVITIES 

Purchase of property, plant and equipment 
Proceeds on disposal of property, plant and equipment 
Proceeds from sale of biological assets 
(Increase) / decrease in non-current receivables 


73 052 898 


58 091 823 


-54 758 779 
503 725 


-59 695 212 
2 160 285 


NET CASH FROM INVESTING ACTIVITIES 

CASH FLOW FROM FINANCING ACTIVITIES 

New loans raised / (repaid) 

Repayment of finance lease liability 
Decrease / (increase) in short-term loans 


-54 255 054 

-57 534 927 



-1 500 000 



-731 021 


NET CASH FLOW FROM FINANCING ACTIVITIES 

NET INCREASE / (DECREASE) IN CASH AND CASH 
EQUIVALENTS 

Cash and cash equivalents at the beginning of the year 
Cash and cash equivalents at the end of the year 


-1 500 000 

-731 021 



17 297 844 

-174 125 



1 284 901 

18 582 745 

1 459 026 

1 284 901 
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2016 



Budget 













Approved 

Adjustments 

Final 

Actual 

budget and actual 



R 

R 

R 

R 

R 

% 

Explanation of significant variances greater than 10% versus budget 

REVENUE 








Revenue from exchange transactions 

225 904 470 

- 

225 904 470 

229 993 366 

4 088 895 

2% 


Service Charges 

199 146 870 

- 

199 146 870 

158 682 548 

-40 464 323 

-20% 

Mainly due to the delay in the smart meter project - revenue lower than anticipated 

Rental of facilities and equipment 

1 098 000 

- 

1 098 000 

806 567 

-291 433 

-27% 

Mainly due to economic climate (impact of drought) - revenue lower than anticipated 

Interest earned - external investments 

200 000 

- 

200 000 

401 679 

201 679 

101% 

Investments levels higher than anticipated - interest therefore higher 

Interest earned - outstanding receivables 

15 000 000 

- 

15 000 000 

16 554 937 

1 554 937 

10.4% 

Change in interest rate during the year - interest therefore higher 

Licences and Permits 

6 420 000 

- 

6 420 000 

6 569 415 

149 415 

2% 

- 

Other income 

4 039 600 

- 

4 039 600 

46 978 222 

42 938 622 

1063% 

Mainly due to the Vaalharts sundry creditor balance written-off that was not anticipated 

Revenue from non-exchange transactions 

151 347 967 

_ 

151 347 967 

144 478 712 

-6 869 255 

-5% 


Tcixation revenue 

Property Rates 

41 248 967 


41 248 967 

36 775 732 

-4 473 235 

-11% 

Mainly due to the drought relief write-off to farmers - revenue therefore lower 

Property rates - penalties imposed and collection charges 

- 

- 

- 

- 

- 

0% 

- 

Transfer revenue 

Fines 

2 501 000 


2 501 000 

976 737 

-1 524 264 

-61% 

Non-execution of warants outside Vryburg area lead to lower than anticipated revenue 

Government grants and subsidies 

107 598 000 

- 

107 598 000 

106 726 243 

-871 757 

-1% 

- 









TOTAL REVENUE 

377 252 437 

. 

377 252 437 

374 472 078 

-2 780 359 

-1% 


EXPENDITURE 








Employee related costs 

151 218 362 

- 

151 218 362 

152 718 018 

-1 499 656 

-1.0% 

- 

Remuneration of councillors 

6 453 617 

- 

6 453 617 

6 560 894 

-107 276 

-2% 

- 

Impairment of receivables 

19 089 268 

- 

19 089 268 

41 050 411 

-21 961 143 

-115% 

Increase in provision due to substantial increase in debtors and delay in smart meter project 

Collection costs 

- 

- 

- 

278 262 

-278 262 

-100% 

Additional assistance from farmers union to increase property rates from farmers 

Depreciation and amortisation expense 

48 500 000 

- 

48 500 000 

37 581 324 

10 918 676 

23% 

Roads infrastructure was removed from asset register leading to drop in depreciation 

Grants and subsidies paid 

1 120 000 

- 

1 120 000 

1 997 789 

-877 789 

-78% 

Transfer of DB boards from smart meter project to community not anticipated 

Finance costs 

21 937 900 

- 

21 937 900 

33 511 854 

-11 573 954 

-53% 

Mainly due to increase in Eskom outstanding balance as a result of delay in smart meters 

Bulk purchases 

94 537 600 

- 

94 537 600 

88 464 468 

6 073 132 

6% 

- 

Repairs and maintenance 

25 967 557 

- 

25 967 557 

6 198 558 

19 768 999 

76% 

Underspending mainly due to cashflow problems 

Contracted services 

14 680 465 

- 

14 680 465 

23 367 935 

-8 687 470 

-59% 

Mainly due to smart meter management fees and sewerage plant fees not anticipated 

General expenses 

19 913 360 

- 

19 913 360 

24 378 040 

-4 464 680 

-22% 

Mainly due to arbitration settlement and SALGA membership fees not anticipated 

TOTAL EXPENDITURE 

403 418 129 

. 

403 418 129 

416 107 551 

-12 689 422 

-3.1% 


Gain / (loss) on disposal of PPE 

. 

. 

. 

-1 572 943 

-1 572 943 

-100% 

Not anticipated as per budget 

Gain / (loss) on natural movement of game / animals 

- 

- 

- 

185 500 

185 500 

100% 

Not anticipated as per budget 

Gain / (loss) on disposal of Biological Assets 

- 

- 

- 

- 

- 

0% 

- 

Gain / (loss) on borrowings redeemed 

- 

- 

- 

- 

- 

0% 

- 

Gain / (loss) on actuarial valuation 

- 

- 

- 

-220 137 

-220 137 

100% 

Not anticipated as per budget 

Unwinding of discounting 

- 

- 

- 

-125 839 

-125 839 

-100% 

Not anticipated as per budget 

Residual interest income 

- 

- 

- 

- 

- 

0% 

- 

Gain / (loss) on fair value adjustment 

- 

- 

- 

- 

- 

0% 

- 

NET SURPLUS / (DEFICIT) FOR THE YEAR 

-26 165 692 

- 

-26 165 692 

-43 368 892 

-17 203 200 

66% 
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SIGNIFICANT ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 

30 JUNE 2016 


1. BASIS OF ACCOUNTING 

1.1 Basis of presentation 

The annual financial statements have been prepared on an accrual basis of accounting and are in accordance with bistorical cost convention unless 
specified otherwise. 

The annual financial statements have been prepared in accordance with tbe effective Standards of Generally Recognised Accounting Practice (GRAP), 
including any interpretations and directives issued by tbe Accounting Standards Board. 

Tbe principal accounting policies adopted in the preparation of these annual financial statements are set out below. 

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or permitted by a Standard of GRAP. 

Tbe accounting policies applied are consistent with those used to present the previous year's financial statements, unless explicitly stated. The details of 
any changes in accounting policies are explained in the relevant policy. 

1.2 Presentation currency 

These annual financial statements are presented in South African Rand, which is the functional currency of the municipality. 

1.3 Going concern assumption 

These annual financial statements have been prepared on the assumption that the municipality will continue to operate as a going concern for at least the 
next 12 months. 


1.4 Comparative information 

Budget information in accordance with GRAP 1 and 24, has been provided in an annexureto these financial statements and forms part of the audited 
annual financial statements. 

When the presentation or classification of items in the annual financial statements is amended, prior period comparativeamounts are restated. The nature 
and reason for the reclassification is disclosed. Where accounting errors have been identified in the current year, the correction is made retrospectivelyas 
far as is practicable, and the prior year comparativesare restated accordingly. Where there has been a change in accounting policy in the current year, the 
adjustment is made retrospectively as far as is practicable, and the prior year comparatives are restated accordingly. 


1.5 Standards, ammendments to standards and interpretations issued but not yet effective 

The following GRAP standards have been issued but are not yet effective and have not been early adopted by the municipality. The nature of the 
impending changes in accounting policy and the impact on the Municipality's financial statements once implemented are as follows: 


GRAP Standard 

Effective date as determined by 
the Minister of Finance 

Possible impact on the financial statements on initial 
application 

GRAP 20 - Related Party Disclosures 

For financial periods commencing 
on or after 1 April 2018 

Full disclosure of the nature and effect all related party 
transactions of management, their close members of family 

GRAP 32 - Service Goncession Arrangement: 
Grantor 

For financial periods commencing 
on or after 1 April 2018 

Disclosure and presentation of each transaction relating to servic 
concession arrangements. 

GRAP 108 - Statutory Receivables 

For financial periods commencing 
on or after 1 April 2018 

Full disclosure and presentation of each class of statutory 
receivable as prescribe by legislation. 

GRAP 109 - Accounting by Principals and Agents 

For financial periods commencing 
on or after 1 April 2018 

Full disclosure and presentation of each transaction that relates t 
a principal and agent agreements, provided for on be halve of thf 
principal of acting as the agent. 
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SIGNIFICANT ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 

30 JUNE 2016 


2. PROPERTY, PLANT AND EQUIPMENT 

2.1 Initial recognition 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the production or supply of goods or 
services, rental to others, or for administrative purposes, and are expected to be used during more than one year. Items of property, plant and equipment 
are initially recognised as assets on acquisition date and are initially recorded at cost. The cost of an item of property, plant and equipment is the purchase 
price and other costs attributable to bring the asset to the location and condition necessary for it to be capable of operating in the manner intended by the 
municipality. Trade discounts and rebates are deducted in arriving at the cost. The cost also includes the necessary costs of dismantling and removing the 
asset and restoring the site on which it is located. 


When significant components of an item of property, plan and equipment have different useful lives, they are accounted for as separate items (major 
components) of property, plant and equipment. 

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchangetransaction), the cost is deemed to be equal to the fair 
value of that asset on the date acquired. 

Where an item of property, plant and equipment is acquired in exchangefor a non-monetaryasset or monetary assets, or a combination of monetaryand 
non-monetaryassets, the asset acquired is initially measured at fair value (the cost). If the acquired item's fair value was not determinable, it's deemed cost 
is the carrying amount of the asset(s) given up. 

Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality expects to use them during more than one 
period. Similarly, if the major spare parts and servicing equipment can be used only in connection with an item of property, plant and equipment, they are 
accounted for as property, plant and equipment. 

2.2 Subsequent measurement - Cost Model 

Subsequent to initial recognition, items of property, plant and equipment are measured at cost less accumulated depreciation and impairment losses. Land 
(excluding landfill sites) is not depreciated as it is deemed to have an indefinite useful life. 

Where the municipality replaces parts of an asset, it derecognises the part of the asset being replaced and capitalises the new component. Subsequent 
expenditure incurred on an asset is capitalised when it increases the capacity or future economic benefits associated with the asset. 


2.3 Depreciation and impairment 

Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated useful lives of the assets. Components of assets 
that are significant in relation to the whole asset and that have different useful lives are depreciated separately.The annual depreciation rates are based on 
the following estimated average asset lives: 

PPE category Years 

Infrastructure 

Roads and Lights 
Water Pipelines 

Water Pumps, Purification and Reservoirs 
Sewerage 
Land 

Landfill Site Perimeter Protection and structures 


Community 


Buildings 

30 

Recreational Facilities 

30 

Cemeteries 

30 

Halls 

30 

Libraries 

30 

Civic Buildings 

30 

Other assets 

15-30 


10-40 

25-50 

30-55 

25-30 

Indefinite 

10-55 


100 of 188 




NALEDI LOCAL MUNICIPALITY 
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other 


Buildings 

30 

Office equipment 

7 

Furniture and fittings 

7 

Emergency equipment 

10 

Computer equipment 

5 

Machinery and Equipment 

10-15 

Official Vehicles 

7 

Other assets 

4-15 

Game / Animals 

4-21 


The residual value, the useful life of an asset and the depreciation method is reviewedannuallyand any changes are recognised as a change in accounting 
estimate in the Statement of Financial Performance. 

The municipality tests for impairment where there is an indication that an asset may be impaired. An assessment of whether there is an indication of 
possible impairment is done at each reporting date. Where tbe carrying amount of an item of property, plant and equipment is greater than tbe estimated 
recoverable amount (or recoverable service amount), it is written down immediately to its recoverable amount (or recoverable service amount) and an 
impairment loss is charged to the Statement of Financial Performance. 

2.4 Derecognition 

Items of Property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic benefits or service potential 
expected from the use of the asset. The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the 
difference between the sales proceeds and the carrying value and is recognised in the Statement of Financial Performance. 


2.5 Game / Animals 

Game animals are held in the nature reserve and are due to their inherent nature disclosed at fair value utilising the revaluationmodel and accounted for as 
a separate class of asset. An annual count, assessment of the remaining useful life and valuation based on market values are performed. 


Subsequent to recognition. Game / Animals are measured using the revaluation amount less any subsequent accumulated depreciation and any 
subsequent accumulated impairment losses. The revaluation amount is the fair value at the date of the revaluation. 

Accumulated depreciation is accounted for using the elimination method. Any difference between the carrying amounts and the revaluation amounts is 
recognised in the revaluationsurplus. In the case of a reversal of an increase in excess of the increase previously recognised in the revaluationsurplus, or 
a reversal of a decrease previously recognised in surplus or deficit, it will be recognised in surplus or deficit. 

The revaluationsurplus relating to the assets will be realised overtime by transferring the surplus to accumulated surplus or deficit by way of the use of the 
asset. 

For depreciation rates on Game / animals, refer to the table as per accounting policy no 2.3 above. 

2.6 Impairment losses 

2.6.1 Identification of cash-generating assets from non-cash-generating assets 

Primary objective of holding an asset is to generate a commercial return. Assets will generate a commercial return when the entity intends to generate 
positive cash flows from the asset similar to a profit-orientated entity and therefore the cash flows (or return) generated should reflect the risk involved in 
holding the asset. In other words, in addition to the mere intention to hold assets to generate cash flows the intention should also be to generate market 
related cash flows from that asset. To the extent that the cash flows are not market related, those cash flows are not representativeof the risk involved in 
holding the asset, therefore the asset will be non-cash-generating. An asset can be non-cash-generating, even if it generateda commercial return during a 
particular period. 

Non-cash generating assets are managed for service delivery purposes (no commercial return). In some situations, it may not be clear what the main 
objective of holding an asset is (i.e. whether it is to generate a commercial return or not). In these circumstances, it may be necessary to evaluate the 
significance of the cash flow generated from such an asset. 
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2.6.2 Impairment of cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return. When an asset is deployed 
in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial return. 

Identification 

When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired. The municipality assesses at each reporting date 
whether there is any indication that a cash-generating asset may be impaired. If any such indication exists, the municipality estimates the recoverable 
amount of the asset. Irrespective of whether there is any indication of impairment, the municipality also tests a cash-generating intangible asset with an 
indefinite useful life or a cash-generating intangible asset not yet available for use for impairment annually by comparing its carrying amount with its 
recoverable amount. This impairment test is performed at the same time every year. If an intangible asset was initially recognised during the current 
reporting period, that intangible asset is tested for impairment before the end of the current reporting period. 


Value in use 

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived from the continuing use of an asset 
and from its disposal at the end of its useful life. When estimating the value in use of an asset, the municipality estimates the future cash inflows and 
outflows to be derived from continuing use of the asset and from its ultimate disposal and the municipality applies the appropriate discount rate to those 
future cash flows. 

Discount rate 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money, represented by the current risk-free rate of interest 
and the risks specific to the asset for which the future cash flow estimates have not been adjusted. 

Recognition and measurement (individual asset) 

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is reduced to its recoverable 
amount. This reduction is an impairment loss. An impairment loss is recognised immediately in surplus or deficit. After the recognition of an impairment 
loss, the depreciation (amortisation) charge for the cash-generating asset is adjusted in future periods to allocate the cash-generating asset’s revised 
carrying amount, less its residual value (if any), on a systematic basis over its remaining useful life. 


Cash-generating units 

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is not possible to estimate the 
recoverableamountof the individual asset, the municipality determines the recoverableamountof the cash-generating unit to which the asset belongs (the 
asset's cash-generating unit). If an active market exists for the output produced by an asset or group of assets, that asset or group of assets is identified as 
a cash-generating unit, even if some or all of the output is used internally. If the cash inflows generated by any asset or cash generating unit are affected by 
internal transfer pricing, the municipality uses management's best estimate of future price(s) that could be achieved in arm's length transactions in 
estimating: the future cash inflows used to determinethe asset's or cash-generating unit's value in use; and the future cash outflows used to determinethe 
value in use of any other assets or cash-generating units that are affected by the internal transfer pricing. Cash-generating units are identified consistently 
from period to period for the same asset or types of assets, unless a change is justified. The carrying amount of a cash-generating unit is determined on a 
basis consistent with the way the recoverableamount of the cash-generating unit is determined. An impairment loss is recognised for a cash-generating 
unit if the recoverableamountof the unit is less than the carrying amount of the unit. The impairment is allocatedto reduce the carrying amount of the cash- 
generating assets of the unit on a pro rata basis, based on the carrying amount of each asset in the unit. These reductions in carrying amounts are treated 
as impairment losses on individual assets. In allocating an impairment loss, the municipality does not reduce the carrying amount of an asset below the 
highest of: its fair value less costs to sell (if determinable); its value in use (if determinable); and zero. The amount of the impairment loss that would 
otherwise have been allocated to the asset is allocated pro rata to the other cash-generating assets of the unit. Where a non-cash-generating asset 
contributes to a cash-generating unit, a proportion of the carrying amount of that noncash-generatingasset is allocatedto the carrying amount of the cash- 
generating unit prior to estimation of the recoverable amount of the cash-generating unit. 
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Reversal of impairment loss 

The municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior periods for a cash-generating 
asset may no longer exist or may have decreased. If any such indication exists, the municipality estimates the recoverable amount of that asset. An 
impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the estimates used to determine the 
asset’s recoverableamount since the last impairment loss was recognised. The carrying amount of the asset is increased to its recoverableamount. The 
increase is a reversal of an impairment loss. The increased carrying amount of an asset attributableto a reversal of an impairment loss does not exceed the 
carrying amount that would have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the asset in prior 
periods. A reversal of an impairment loss for a cash-generating asset is recognised immediatelyin surplus or deficit. After a reversal of an impairmentloss 
is recognised, the depreciation (amortisation) charge for the cash-generating asset is adjusted in future periods to allocate the cash-generating asset’s 
revised carrying amount, less its residual value (if any), on a systematic basis over its remaining useful life. A reversal of an impairment loss for a cash- 
generating unit is allocated to the cash-generating assets of the unit pro rata with the carrying amounts of those assets. These increases in carrying 
amounts are treated as reversals of impairment losses for individual assets. No part of the amount of such a reversal is allocated to a non-cash-generating 
asset contributing service potential to a cash-generating unit. In allocating a reversal of an impairmentloss for a cash-generating unit, the carrying amount 
of an asset is not increased above the lower of: its recoverableamount (if determinable);and the carrying amount that would have been determined (net of 
amortisation or depreciation) had no impairmentloss been recognised for the asset in prior periods. The amount of the reversal of the impairmentloss that 
would otherwise have been allocated to the asset is allocated pro rata to the other assets of the unit. 


2.6.3 Impairment of non-cash-generating assets 

Non-cash-generating assets are assets other than cash-generating assets. 

Identification 

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired. The municipality assesses at each 
reporting date whether there is any indication that a non-cash-generating asset may be impaired. If any such indication exists, the municipality estimate; 
recoverable service amount of the asset. Irrespective of whether there is any indication of impairment, the municipality also tests a non-cash-generating 
intangible asset with an indefinite useful life or a non-cash-generating intangible asset not yet availablefor use for impairment annually by comparing its 
carrying amount with its recoverable service amount. This impairment test is performed at the same time every year. If an intangible asset was initially 
recognised during the current reporting period, that intangible asset is tested for impairment before the end of the current reporting period. 


Value in use 

Value in use of non-cash-generating assets is the present value of the non-cash-generatingassets remaining service potential. The present value of the 
remaining service potential of a non-cash-generating asset is determined using the following approach: 

Depreciated replacement cost approach 

The present value of the remaining service potential of a non-cash-generatingasset is determined as the depreciated replacement cost of the asset. The 
replacement cost of an asset is the cost to replace the asset’s gross service potential. This cost is depreciatedto reflect the asset in its used condition. An 
asset may be replaced either through reproduction (replication) of the existing asset or through replacement of its gross service potential. The depreciated 
replacement cost is measured as the reproduction or replacement cost of the asset, whichever is lower, less accumulated depreciation calculated on the 
basis of such cost, to reflect the already consumed or expired service potential of the asset. The replacement cost and reproduction cost of an asset is 
determined on an “optimised" basis. The rationale is that the municipality will not replace or reproduce the asset with a like asset if the asset to be replaced 
or reproduced is an overdesignedor overcapacityasset. Overdesigned assets contain features which are unnecessary for the goods or services the asset 
provides. Overcapacity assets are assets that have a greater capacity than is necessary to meet the demand for goods or services the asset provides. The 
determination of the replacement cost or reproduction cost of an asset on an optimised basis thus reflects the service potential required of the asset. 


Recognition and measurement 

If the recoverable service amount of a non-cash-generatingasset is less than its carrying amount, the carrying amount of the asset is reduced to its 
recoverableservice amount. This reduction is an impairmentloss. An impairmentloss is recognised immediatelyin surplus or deficit. After the recognition 
of an impairmentloss, the depreciation (amortisation) charge for the non-cash-generatingasset is adjusted in future periods to allocate the non-cash- 
generating asset’s revised carrying amount, less its residual value (if any), on a systematic basis over its remaining useful life. 
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Reversal of an impairment loss 

The municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior periods for a non-cash- 
generating asset may no longer exist or may have decreased. If any such indication exists, the municipality estimates the recoverableservice amount of that 
asset. An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there has been a change in the estimates used to 
determine the asset’s recoverableservice amount since the last impairment loss was recognised. The carrying amount of the asset is increased to its 
recoverableservice amount. The increase is a reversal of an impairment loss. The increased carrying amount of an asset attributable to a reversal of an 
impairment loss does not exceed the carrying amount that would have been determined (net of depreciation or amortisation) had no impairment loss been 
recognised for the asset in prior periods. A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus or deficit. 
After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the non-cash-generating asset is adjusted in future periods 
to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (if any), on a systematic basis over its remaining useful life. 


3. INTANGIBLE ASSETS 

3.1 Initial recognition 

An intangible asset is an identifiable non-monetary asset without physical substance. Examples include computer software, licences, and development 
costs. The municipality recognises an intangible asset in its Statement of Financial Position only when it is probable that the expected future economic 
benefits or service potential that are attributable to the asset will flow to the municipality and the cost or fair value of the asset can be measured reliably. 


Internally generated intangible assets are subject to strict recognition criteria before they are capitlised. Research expenditure is never capitalised, while 
development expenditure is only capitalised to the extent that: 

• the municipality intends to complete the intangible asset for use or sale; 

• it is technically feasible to complete the intangible asset; 

• the municipality has the resources to complete the project; and 

• it is probable that the municipality will receive future economic benefits or service potential. 

Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchangetransaction),the cost is deemed to be equal 
to the fair value of that asset on the date acquired. 

Where an intangible asset is acquired in exchangefor a non-monetaryasset or monetaryassets, or a combination of monetaryand non-monetaryassets, 
the asset acquired is initially measured at fair value (the cost). If the acquired item’s fair value was not determinable, it’s deemed cost is the carrying amount 
of the asset(s) given up. 

3.2 Subsequent measurement 

The cost model has been chosen for intangible assets. 

Intangible assets are subsequently carried at cost less accumulated amoritisation and impairments. The cost of an intangible asset is amortised overthe 
useful life where that useful life is finite. Where the useful life is indefinite, the asset is not amortised but is subject to an annual impairment test. 


3.3 Amortisation and impairment 

Amortisation is charged so as to write off the cost or valuation of intangible assets over their estimated useful lives using the straight line method. 


The amortisation period and the amortisation method for an intangible asset with a finite useful life are reviewed at each reporting date and any changes are 
recognised as a change in acounting estimate in the Statement of Financial Performance. 

The municipalitytests intangible assets with finite useful lives for impairment where there is an indication that an asset maybe impaired. An assessment of 
whether there is an indication of possible impairment is done at each reporting date. Where the carrying amount of an item of an intangible asset is greater 
than the estimated recoverable amount (or recoverableservice amount), it is written down immediatelyto its recoverable amount (or recoverableservice 
amount) and an impairment loss is charged to the Statement of Financial Performance. 


3.4 Derecognition 

Intangible assets are derecognised when the asset is disposed of or when there are no further economic benefits or service potential expectedfrom the use 
of the asset. The gain or loss arising on the disposal or retirement of an intangible asset is determined as the difference between the sales proceeds and 
the carrying value and is recognised in the Statement of Financial Performance. 
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4. INVESTMENT PROPERTY 

4.1 Initial recognition 

Investment property includes property (land or a building, or part of a building, or both land or buildings held under a finance lease) held to earn rentals 
and/or for capital appreciation, rather than held to meet service delivery objectives, the production or supply of goods or services, or the sale of an asset in 
the ordinary course of operations. 

At initial recognition, the municipality measures investment property at cost including transaction costs once it meets the definition of investment property. 
However, where an investment property was acquired through a non-exchange transaction (i.e. where it acquired the investment property for no or a 
nominal value), its cost is its fair value as at the date of acquisition. 

The cost of self-constructed investment property is the cost at date of completion. 

4.2 Subsequent measurement 

Investment property is measured using the fair value model. Under the fair value model, investment property is carried at its fair value at the reporting date. 
Any gain or loss arising from a change in the fair value of the property is included in surplus or deficit for the period in which it arises. 


5. NON-CURRENT ASSETS HELD FOR SALE 

5.1 Initial recognition 

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered through a sale transaction rather than 
through continuing use. This condition is regarded as met only when the sale is highly probable and the asset (or disposal group) is availablefor immediate 
sale in its present condition. Managementmust be committed to the sale, which should be expected to qualify for recognition as a completed sale within 
one year from the date of classification. 

5.2 Subsequent measurement 

Non-current assets held for sale (or disposal group) are measured at the lower of carrying amount and fair value less costs to sell. 

A non-current asset is not depreciated (or amortised) while it is classified as held for sale, or while it is part of a disposal group classified as held for sale. 

Interest and other expenses attributable to the liabilities of a disposal group classified as held for sale are recognised in surplus or deficit. 
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6. INVENTORIES 

6.1 Initial recognition 

Inventoriescomprise current assets held for sale, consumption or distribution during the ordinary course of business. Inventoriesare initially recognised at 
cost. Cost generally refers to the purchase price, plus taxes, transport costs and any other costs in bringing the inventories to their current location and 
condition. Where inventory is manufactured, constructed or produced, the cost includes the cost of labour, materials and overheads used during the 
manufacturing process. 

Where inventory is acquired by the municipality for no or nominal consideration (i.e. a non-exchangetransaction), the cost is deemed to be equal to the fair 
value of the item on the date acquired. 

6.2 Subsequent measurement 

Inventories, consisting of consumable stores, raw materials, work-in-progress and finished goods, are valued at the lower of cost and net realisable value 
unless they are to be distributed at no or nominal charge, in which case they are measured at the lower of cost and current replacement cost. Redundant 
and slow-moving inventoriesare identified and written down in this way. Differences arising on the valuation of inventory are recognised in the Statement of 
Financial Performance in the year in which they arose. The amount of any reversal of any write-down of inventories arising from an increase in net 
realisable value or current replacement cost is recognised as a reduction in the amount of inventories recognised as an expense in the period in which the 
reversal occurs. 


The carrying amount of inventories is recognised as an expense in the period that the inventory was sold, distributed, written off or consumed, unless that 
cost qualifies for capitalisation to the cost of another asset. 

In general, the basis of allocating cost to inventory items is the first-in, first-out method OR the weighted average method. 


7. FINANCIAL INSTRUMENTS 

7.1 Initial recognition 

Financial instruments are initially recognized at fair value. 

7.2 Subsequent measurement 

Financial Assets are categorised according to their nature as either financial assets at fair value through profit or loss, held-to maturity, loans and 
receivables, or availablefor sale. Financial liabilities are categorised as either at fair value through profit or loss or financial liabilities carried at amortised 
cost ("other"). The subsequent measurement of financial assets and liabilities depends on this categorisation and, in the absence of an approved GRAP 
Standard on Financial Instruments, is in accordance with IAS 39. 


7.2.1 Investments 

Investments, which include listed governmentbonds, unlisted municipal bonds, fixed deposits and short-term deposits invested in registered commercial 
banks, are categorised as either held-to-maturity where the criteria for that categorisation are met, or as loans and receivables, and are measured at 
amortised cost. Where investments have been impaired, the carrying value is adjusted by the impairment loss, which is recognised as an expense in the 
period that the impairment is identified. Impairments are calculated as being the difference between the carrying amount and the present value of the 
expected future cash flows flowing from the instrument. On disposal of an investment, the difference between the net disposal proceeds and the carrying 
amount is charged or credited to the Statement of Financial Performance. 


106 of 188 




NALEDI LOCAL MUNICIPALITY 

SIGNIFICANT ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 

30 JUNE 2016 

7.2.2 Trade and other receivables 

Trade and other receivablesare categorised as financial assets: loans and receivables and are initially recognised at fair value and subsequently carried at 
amortised cost. Amortised cost refers to the initial carrying amount, plus interest, less repayments and impairments. An estimate is made for doubtful 
receivables based on a review of all outstanding amounts at year-end. Significant financial difficulties of the debtor, probability that the debtor will enter 
bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30 days overdue) are considered indicators that the trade 
receivable is impaired. Impairments are determined by discounting expected future cash flows to their present value. Amounts that are receivablewithin 12 
months from the reporting date are classified as current. 


An impairmentof trade receivables is accounted for by reducing the carrying amount of trade receivablesthrough the use of an allowanceaccount, and the 
amount of the loss is recognised in the Statement of Financial Performance within operating expenses. When a trade receivableis uncollectible, it is written 
off. Subsequent recoveries of amounts previously written off are credited against operating expenses in the Statement of Financial Performance. 


7.2.3 Trade payables and borrowings 

Financial liabilities consist of trade payables and borrowings. They are categorised as financial liaibilities held at amortised cost, are intitially recognised at 
fair value and subsequently measured at amortised cost which is the initial carrying amount, less repayments, plus interest. 


7.2.4 Cash and cash equivalents 

Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). Cash equivalents are short-term highly liquid 
investments, readily convertible into known amounts of cash, that are held with registered banking institutions with maturities of three months or less and 
are subject to an insignificant risk of change in value. For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, 
deposits held on call with banks, net of bank overdrafts. The municipality categorises cash and cash equivalents as financial assets: loans and receivables. 


Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft are expensed as incurred. Amountsowing in respect of bank 
overdrafts are categorised as financial liabilities: other financial liabilties carried at amortised cost. 


8. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of an allocation received from 
another sphere of government, municipality or organ of state and expenditure in the form of a grant that is not permitted in terms of the Municipal Finance 
Management Act (Act No. 56 of 2003). Unauthorised expenditure is accounted for as an expense in the Statement of Financial Performance and where 
recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 


9. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditurethat is contrary to the Municipal Finance ManagementAct (Act No. 56 of 2003), the Municipal Systems Act (Act No. 32 
of 2000), the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the Municipality’s supply chain management policy. Irregular 
expenditureexcludes unauthorised expenditure. Irregular expenditureis accounted for as expenditurein the Statement of Financial Performance and where 
recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 


10. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditureis expenditurethat was made in vain and would have been avoided had reasonable care been exercised. Fruitless and 
wasteful expenditureis accounted for as expenditurein the Statement of Financial Performance and where recovered, it is subsequently accounted for as 
revenue in the Statement of Financial Performance. 
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11. PROVISIONS 

Provisions are recognised when the municipality has a present or constructive obligation as a result of past events, it is probable that an outflow of 
resources embodying economic benefits will be required to settle the obligation and a reliable estimate of the provision can be made. Provisions are 
reviewed at reporting date and adjusted to reflect the current best estimate. Where the effect is material, non-current provisions are discounted to their 
present value using a pre-tax discount rate that reflects the market's current assessment of the time value of money, adjusted for risks specific to the 
liability (for example in the case of obligations for the rehabilitation of land). 

The municipality does not recognise a contingent liability or contingent asset. A contingent liability is disclosed unless the possibility of an outflow of 
resources embodying economic benefits is remote. A contingent asset is disclosed where an inflow of economic benefits is probable. 

Future events that may affect the amount required to settle an obligation are reflected in the amount of a provision where there is sufficient objective 
evidence that they will occur. Gains from the expected disposal of assets are not taken into account in measuring a provision. Provisions are not recognised 
for future operating losses. The present obligation under an onerous contract is recognised and measured as a provision. 


A provision for restructuring costs is recognised only when the following criteria over and above the recognition criteria of a provision have been met: 


(a) The municipality has a detailed formal plan for the restructuring identifying at least: 

- the business or part of a business concerned; 

- the principal locations affected; 

- the location, function, and approximate number of employees who will be compensated for terminating their services; 

- the expenditures that will be undertaken; and 

- when the plan will be implemented 

(b) The municipality has raised a valid expectationin those affected that it will carry out the restructuring by starting to implementthat plan or announcing its 
main features to those affected by it. 


12. LEASES 

12.1 Municipality as lessee 

Leases are classified as finance leases where substantially all the risks and rewards associated with ownership of an asset are transferred to the 
municipality. Property, plant and equipment or intangible assets subject to finance lease agreements are initially recognised at the lower of the asset's fair 
value and the present value of the minimum lease payments. The corresponding liabilities are initially recognised at the inception of the lease and are 
measured as the sum of the minimum lease payments due in terms of the lease agreement, discounted for the effect of interest. In discounting the lease 
payments, the municipality uses the interest rate that exactly discounts the lease payments and unguaranteed residual value to the fair value of the asset 
plus any direct costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting policies applicable to property, plant, 
equipment or intangibles. The lease liability is reduced by the lease payments, which are allocated between the lease finance cost and the capital 
repayment using the effective interest rate method. Lease finance costs are expensed when incurred. The accounting policies relating to derecognition of 
financial instruments are applied to lease payables. The lease asset is depreciated over the shorter of the asset's useful life or the lease term. 


Operating leases are those leases that do not fall within the scope of the above definition. Operating lease rentals are accrued on a straight-line basis over 
the term of the relevant lease. 

12.2 Municipality as lessor 

Linder a finance lease, the municipality recognises the lease payments to be received in terms of a lease agreement as an asset (receivable). The 
receivable is calculated as the sum of all the minimum lease payments to be received, plus any unguaranteed residual accruing to the municipality, 
discounted at the interest rate implicit in the lease. The receivable is reduced by the capital portion of the lease instalments received, with the interest 
portion being recognised as interest revenue on a time proportionate basis. The accounting policies relating to derecognition and impairment of financial 
instruments are applied to lease receivables. 

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease. 
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13. REVENUE 

13.1 Revenue from exchange transactions 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in return for services rendered / goods sold, the value of 
which approximates the consideration received or receivable. 

Interest revenue is recognised on a time proportion basis. 

Revenue from tbe rental of facilities and equipment is recognised on a straigbt-line basis over the term of the lease agreement. 

Revenue from the sale of goods is recognised when substantially all the risks and rewards in those goods is passed to the consumer. 

Revenue arising out of situations where the municipality acts as an agent on behalf of another entity (the principal) is limited to the amount of any fee or 
commission payable to the municipality as compensation for executing the agreed services. 

13.2 Revenue from non-exchange transactions 

Revenue from non-exchange transactions refers to transactions where the municipality received revenue from another entity without directly giving 
approximatelyequal value in exchange. Revenuefrom non-exchangetransactions is generally recognised to the extent that the related receiptor receivable 
qualifies for recognition as an asset and there is no liability to repay the amount. 

Revenue from public contributions and donations is recognised when all conditions associated with the contribution have been met or where the 
contribution is to finance property, plant and equipment, when such items of property, plant and equipment qualifies for recognition and first becomes 
available for use by the municipality. Where public contributions have been received but the municipality has not met the related conditions, a deferred 
income (liability) is recognised. 

Contributed property, plant and equipment is recognised when such items of property, plant and equipment qualifies for recognition and become available 
for use by the municipality. 

Revenuefrom the recovery of unauthorised, irregular, fruitless and wasteful expenditureis based on legislated procedures, including those set out in the 
Municipal Finance Management Act (Act No. 56 of 2003) and is recognised when the recovery thereof from the responsible councillors or officials is virtt 
certain. 

13.3 Grants, transfers and donations 

Grants, transfers and donations received or receivableare recognised when the resources that have been transferred meet the criteria for recognition as an 
asset. A corresponding liability is raised to the extent that the grant, transfer or donation is conditional. The liability is transferred to revenue as and when 
the conditions attached to the grant are met. Grants without any conditions attached are recognised as revenue when received. 


13.4 Fines 

Revenue from fines are recognized at the initial transaction date taking into account the full amount of fines. Impairment is based on the probability of 
collections. 

14. EXPENDITURE 

Expenditure is recognised once there is a decrease in in economic benefits or service potential during the financial period in the form of outflows or 
consumption of assets or incurrences of liabilities that result in decreases in net assets. 

15. BORROWING COSTS 

Borrowing costs that are directly attributableto the acquisition, construction or production of qualifying assets are capitalised to the cost of that asset unless 
it is inappropriate to do so. The municipality ceases the capitalisation of borrowing costs when substantially all the activities to prepare the asset for its 
intended use or sale are complete. It is considered inappropriate to capitalise borrowing costs where the link between the funds borrowed and the capital 
asset acquired cannot be adequately established. Borrowing costs incurred other than on qualifying assets are recognised as an expense in surplus or 
deficit when incurred. 


16. RETIREMENT BENEFITS 
Defined contribution plan 

The municipality provides retirement benefits for its employees and councillors. Contributions to defined contribution retirement benefit plans are 
recognised as an expense when employees and councillors have rendered the employment service or served office entailing them to the contributions. 
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17. IMPAIRMENT OF ASSETS 

The municipality assesses at each reporting date whether there is any indication that an asset may be impaired. If any such indication exists, the 
municpality estimates the recoverable service amount of tbe asset. 

Irrespective of whether there is any indication of impairment, the municipality also: 

- tests intangible assets with an indefinite useful life or intangible assets not yet availablefor use for impairment annually by comparing its carrying amount 
with its recoverable amount. This impairment test is performed during the annual period and at the same time every period. 

If there is any indication that an asset maybe impaired, the recoverableservice amount is estimated for the individual asset. If it is not possible to estimate 
the recoverable service amount of the individual asset, the recoverable service amount of tbe cash-generating unit to which the asset belongs is 
determined. 

The recoverable service amount of an asset or a casb-generating unit is the higher of its fair value less costs to sell and its value in use. 

If the recoverableservice amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to its recoverableservice 
amount. That reduction is an impairment loss. 

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised immediately in surplus or deficit. Any 
impairment loss of a revalued asset is treated as a revaluation decrease. 

An impairment loss is recognised for cash-generating units if the recoverableservice amount of tbe unit is less than tbe carrying amount of tbe unit. The 
impairment loss is allocated to reduce the carrying amount of the assets of the unit as follows: 

- to the assets of the unit, pro rata on the basis of tbe carrying amount of each asset in the unit. 

A municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior periods for assets may no longer 
exist or may have decreased. If any such indication exists, the recoverable service amounts of those assets are estimated. 


The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed tbe carrying amount that would have been 
determined had no impairment loss been recognised for tbe asset in prior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation is recognised immediatelyin surplus or deficit. Any 
reversal of an impairment loss of a revalued asset is treated as a revaluation increase. 


18. HERITAGE ASSETS 

18.1 Initial recognition 

Heritage assets are assets that have a cultural, environmental, historical, natural, scientific, technological or artistic significance and are held indefinitelyfor 
the benefit of present and future generations. 

A heritage asset recognised is initially measured at its cost. The cost of a purchased heritage asset comprises of its purchase price, including any costs 
directly attributable to bringing the heritage asset to the location and condition necessary for it to be capable of operating in tbe manner intended by 
management. 

Where a heritage asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchangetransaction), the cost is deemed to be equal to 
the fair value of that asset on the date acquired. 

18.2 Subsequent measurement - Cost model 

After recognition as an asset, a class of heritage assets shall be carried at its cost less any accumulated impairment losses. 

18.3 Depreciation and impairment 

Heritage assets are not depreciated. 

The municipality tests for impairment where there is an indication that an asset may be impaired. An assessment of whether there is an indication of 
possible impairment is done at each reporting date. Where the carrying amount of the heritage asset is greater than the estimated recoverableamount(or 
recoverableservice amount), it is written down immediatelyto its recoverableamount (or recoverableservice amount) and an impairment loss is charged to 
the Statement of Financial Performance. 

18.4 Derecognition 

Heritage assets are derecognised when the asset is disposed of or when there are no further economic benefits or service potential expected from the use 
of the asset. The gain or loss arising on the disposal or retirement of the heritage asset is determined as the difference between the sales proceeds and the 
carrying value and is recognised in the Statement of Financial Performance. 
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19. CAPITAL COMMITMENTS 

Capital Commitments disclosed are the estimated amounts of capital contracts remaining to be executed after year-end. 


20. VALUE ADDED TAXATION (VAT) 

The municipality accounts for value added taxation on the accrual basis. 


21. EMPLOYEE BENEFITS 

Defined contribution plans are post-employmentbenefit plans under which the Municipality pays fixed contributions into a separate entity (a fund) and will 
have no legal or constructive obligation to pay further contributions if the fund does not hold sufficient assets to pay all employee benefits relating to 
employee service in the current and prior periods. Defined benefit plans are post-employment benefit plans other than defined contribution plans. 


21.1 Post Retirement Medical Obligations 

The Municipality provides post-retirement medical benefits by subsidizing the medical aid contributions of certain retired staff according to the rules of the 
medical aid funds. Council pays 70% as contribution and the remaining 30% is paid by the members. The entitlement to these benefits is usually 
conditional on the employee remaining in service up to retirement age and the completion of a minimum service period. The present value of the defined 
benefit liability is actuarially determined in accordance with GRAP 25 - “Employee Benefits” (using a discount rate applicable to high quality government 
bonds). The plan is unfunded. 


These contributions are recognised in the Statement of Financial Performance when employeeshave rendered the service entitling them to the contribution. 
The liability was calculated by means of the projectedunit credit actuarial valuation method. The liability in respect of current pensioners is regarded as fully 
accrued, and is therefore not split between a past (or accrued) and future in-service element. The liability is recognised at the present value of the defined 
benefit obligation at the reporting date, minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled directly, 
plus any liability that may arise as a result of a minimum funding 

requirements. Payments made by the Municipality are set-off against the liability, including notional interest, resulting from the valuation by the actuaries 
and are recognised in the Statement of Financial Performance as employee benefits upon valuation. 

Actuarial gains and losses arising from the experience adjustments and changes in actuarial assumptions, is recognised in the Statement of Financial 
Performance in the period that it occurs. These obligations are valued annually by independent qualified actuaries. 

21.2 Long Service Awards 

Long service awards are provided to employees who achieve certain pre-determined milestones of service within the Municipality. The Municipality’s 
obligation under these plans is valued by independentqualified actuaries annually and the corresponding liability is raised. Payments are set-off against the 
liability, including notional interest, resulting from the valuation by the actuaries and are recognised in the Statement of Financial Performance as employee 
benefits upon valuation. 

Actuarial gains and losses arising from the experience adjustments and changes in actuarial assumptions, is recognised in the Statement of Financial 
Performance in the period that it occurs. These obligations are valued annually by independent qualified actuaries. 


22. REVALUATION RESERVE 

The accounting for the Revaluation Reserve must be done in accordance with the requirements of GRAP 17. All increases in the carrying value of assets 
as a result of a revaluation are credited against the reserve, except to the extent that the increase reverses a revaluation decrease of the same asset 
previously recognised in the Statement of Financial Performance. All decreases in the carrying value of assets as a result of a revaluation are debited 
against the reserve to the extent of any credit balance existing in the revaluation surplus in respect of that asset. 
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23. RELATED PARTIES 

The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by tbe South African Government. As a 
consequence of tbe constitutional independenceof tbe three spheres of governmentin South Africa, only entities within the local sphere of governmentare 
considered to be related parties. 

Management are those persons responsible for planning, directing and controlling the activities of the municipality, including those charged with the 
governance of the municipality in accordance with legislation, in instances where they are required to perform such functions. 

Close members of the family of a person are considered to be those family members who may be expected to influence, or be influenced by, that 
managementin their dealings with the municipality. Only transactions with related parties not at arm's length or not in the ordinary course of business are 
disclosed. 
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2016 2015 

R R 


1. CASH AND CASH EQUIVALENTS 

Cash and cash equivalents consist of the following: 

Cash on hand 13 813 40 097 

Cash at bank 2 062 693 1 203 273 

Call deposits 16 506 239 41 530 

18 582 745 1 284 901 


Refer to note 36.8 for a detail breakdown of call deposits. 
The municipality has the following bank accounts: 

Current account (Primary bank account) 


FNB - Vryburg branch - Account number : 54160030382 


Cash book balance at beginning of year 

944 121 

537 626 

Cash book balance at end of year 

1 847 782 

944 121 

Bank statement balance at beginning of year 

944 121 

537 626 

Bank statement balance at end of year 

1 847 782 

944 121 

Current account fOther account) 

ABSA - Vryburg branch - Account number : 4070282707 

Cash book balance at beginning of year 

259 152 

771 873 

Cash book balance at end of year 

214 911 

259 152 

Bank statement balance at beginning of year 

259 152 

771 873 

Bank statement balance at end of year 

214 911 

259 152 

On 1 March 2013, the municipality changed it's Primary bank account from ABSA account no 
4070282707 to FNB account no 54160030382. 



Cash on hand 

13 813 

40 097 


2. TRADE AND OTHER RECEIVABLES FROM EXCHANGE TRANSACTIONS 


Gross Balances 

Provision for 

Doubtful Debts 

Net Balance 

R 

R 

R 


Service Receivables 

As at 30 June 2016 

Rates and Taxes 

Electricity 

Water 

Sewerage and Sanitation 

Refuse 

Other Charges 

48 995 698 

56 574 155 

82 849 239 

31 527 183 

35 004 499 

9 713 874 

-44 016 183 

-46 504 421 

-81 187 580 

-29 928 920 

-33 474 833 

-9 621 947 

4 979 515 

10 069 734 

1 661 659 

1 598 263 

1 529 665 

91 928 

Total 

264 664 648 

-244 733 883 

19 930 765 

As at 30 June 2015 

Rates and Taxes 

40 217 261 

-35 573 573 

4 643 688 

Electricity 

51 095 834 

-39 597 925 

11 497 909 

Water 

73 523 171 

-71 760 445 

1 762 726 

Sewerage and Sanitation 

27 304 247 

-25 945 188 

1 359 059 

Refuse 

30 835 887 

-29 562 921 

1 272 966 

Other Charges 

8 958 458 

-8 805 257 

153 201 

Total 

231 934 858 

-211 245 309 

20 689 549 
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2016 2015 

R R 


Gross Balances 

Provision for 
Doubtful Debts 

Net Balance 

R 

R 

R 


Rates and Taxes 

As at 30 June 2016 

Current (0 - 30 days) 

31 - 60 days 

61 - 90 days 
+91 days 

2 765 671 

1 820 081 

1 763 325 

42 646 621 

-1 453 106 

-1 253 708 

-1 266 255 

-40 043 113 

1 312 565 

566 372 

497 070 

2 603 508 

Total 

48 995 698 

-44 016 183 

4 979 515 

Electricity 




As at 30 June 2016 




Current (0 - 30 days) 

4 905 679 

-1 862 716 

3 042 963 

31 - 60 days 

2 908 166 

-1 781 160 

1 127 006 

61 - 90 days 

1 899 223 

-1 029 430 

869 794 

+91 days 

46 861 086 

-41 831 115 

5 029 971 

Total 

56 574 155 

-46 504 421 

10 069 734 

Water 




As at 30 June 2016 




Current (0 - 30 days) 

1 019 161 

-581 556 

437 606 

31 - 60 days 

698 886 

-503 860 

195 027 

61 - 90 days 

771 918 

-612 220 

159 699 

+91 days 

80 359 273 

-79 489 945 

869 328 

Total 

82 849 239 

-81 187 580 

1 661 659 

Seweraqe and Sanitation 




As at 30 June 2016 




Current (0 - 30 days) 

1 249 311 

-722 376 

526 935 

31 - 60 days 

874 755 

-645 336 

229 419 

61 - 90 days 

774 972 

-619 310 

155 662 

+91 days 

28 628 145 

-27 941 898 

686 247 

Total 

31 527 183 

-29 928 920 

1 598 263 

Refuse 




As at 30 June 2016 




Current (0 - 30 days) 

1 108 966 

-620 393 

488 573 

31 - 60 days 

724 488 

-544 741 

179 747 

61 - 90 days 

652 207 

-525 233 

126 973 

+91 days 

32 518 838 

-31 784 466 

734 372 

Total 

35 004 499 

-33 474 833 

1 529 665 

Other Charqes 




As at 30 June 2016 




Current (0 - 30 days) 

74 336 

-59 356 

14 981 

31 - 60 days 

67 497 

-57 663 

9 835 

61 - 90 days 

63 109 

-57 515 

5 594 

+91 days 

9 508 932 

-9 447 413 

61 519 

Total 

9 713 874 

-9 621 947 

91928 


114 of 188 


NALEDI LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 



2016 

2015 


R 

R 

Summarv of debtors bv Customer Classification 

Consumers 

Current (0 - 30 days) 

9 481 134 

11 976 102 

31 - 60 days 

5 667 227 

8 490 060 

61 - 90 days 

3 337 433 

3 361 748 

+91 days 

228 663 532 

191 670 515 

Sub Total 

247 149 326 

215 498 425 

Less: Provision for doubtful debts 

-231 982 542 

-199 084 615 

Total debtors by customer classification 

15 166 785 

16 413 810 

Government departments 

Current (0 - 30 days) 

1 641 990 

1 415 662 

31 - 60 days 

1 426 646 

976 778 

61 - 90 days 

2 587 321 

1 737 214 

+91 days 

11 859 364 

12 306 781 

Sub Total 

17 515 321 

16 436 435 

Less: Provision for doubtful debts 

-12 751 341 

-12 160 693 

Total debtors by customer classification 

4 763 980 

4 275 742 

Reconciliation of impairment of receivables provision 



Balance at beginning of the year 

211 245 308 

201 129 444 

Contribution to provision 

43 712 388 

31 356 711 

Impairment of receivables written off against provision 

-10 223 813 

-21 240 846 

Reversal of provision 

- 

- 

Balance at end of year 

244 733 883 

211 245 308 


3. 

OTHER RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 

Other debtors 

11 260 389 

15 383 961 


Prepayments 

134 093 

56 781 


Sub Total 

11 394 482 

15 440 742 


Less: Provision for doubtful debts 

-1 382 160 

-1 967 207 


Total 

10 012 322 

13 473 535 


Reconciliation of impairment of receivables provision 

Balance at beginning of the year 

1 967 207 

1 121 708 


Contribution to provision 

- 

845 499 


Impairment of receivables written off against provision 

- 

- 


Reversal of provision 

-585 047 

- 


Balance at end of year 

1 382 160 

1 967 207 
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2016 2015 

R R 


4. INVENTORY 


Opening balance of inventories: 

2 935 763 

2 830 474 

Consumables stores - at cost 

247 885 


163 749 

Maintenance materials - at cost 

2 574 887 


2 532 686 

Water 

112 991 


134 039 

Additions: 

14 813 965 

15 084 498 

Consumables stores - at cost 

1 692 381 


1 216 708 

Maintenance materials - at cost 

1 126 831 


2 141 852 

Water 

11 994 752 


11 725 938 

Less: Issued (expensed): 

14 754 418 

14 979 210 

Consumables stores - at cost 

1 634 360 


1 132 572 

Maintenance materials - at cost 

1 112 705 


2 099 651 

Water 

12 007 354 


11 746 987 

Closing balance of inventories: 

2 995 310 

2 935 762 

Consumables stores - at cost 

305 907 


247 885 

Maintenance materials - at cost 

2 589 013 


2 574 887 

Water 

100 390 


112 990 


The First-in-First-out (FIFO) costing method is applied on inventories. The same method is 
used as the inventories have a similar nature and use to the entity. Inventory is measured at 
the lower of cost and net realisable value. 


5. VAT RECEIVABLE 

VAT receivable 24 673 984 20 183 161 


VAT is payable on the receipts basis. VAT is paid over to SARS only once payment is 
received from debtors. 
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2016 2015 

R R_ 

6. PROPERTY, PLANT AND EQUIPMENT 

Refer note 51 for reconciliation of carrying value. 

6.1 Assessed residual value 

In terms of GRAP 17 managementassessed the residual value and useful life of all property, 
plant and equipment. For the period under reviewthe residual values of all property, plant and 
equipment(exceptfor official vehicles and machinery and equipment) were assessed at zero, 
as the economic life of these assets are greater than the useful life. 


6.2 Methods and assumptions used in determining the fair value 
Game / animals 

The fair value assessment was determined by SA Auctioneers, an independentexpert / valuer 
on the market values of game, taking into account the relevantmarket values of the respective 
breeding / family groups. The effective date of the valuation was 30 June 2016. SA 
Auctioneers are independent and are not connected to the municipality or any of it's 
councillors or officials. 

Game / animals are re-valued independently every year. 

Land and buildings were revalued to fair value by using market values. Market values were 
determined utilising recent market transactions on arm's length terms. 


7. HERITAGE ASSETS 

7.1 Reconciliation of carrying value 

Cost / Valuation 719 286 719 286 

Acquisitions 

Decrease due to sales 

Gains / losses from change in fair value 

Other movements - 

719 286 719 286 


8. BIOLOGICAL ASSETS 

8.1 Reconciliation of carrying value 

Cost / Valuation 

Acquisitions 

Decrease due to sales 

Gains / losses from change in fair value 

Other movements 
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2016 

R 

2015 

R 

9. 

TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS 

Trade creditors 

325 840 536 

266 266 514 


Payments received in advance 

- 

- 


Retentions and guarantees 

4 661 072 

4 311 829 


Staff leave accrual 

8 882 498 

6 248 114 


Bonus accrual 

2 664 889 

2 543 734 


Other creditors 

45 367 243 

46 218 084 


Total trade and other payables from exchange transactions 

387 416 238 

325 588 276 


Less: Current portion transferred to current liabilities 

-387 416 238 

-325 588 276 


Total non-current trade and other payables from exchange 
transactions 

- 

- 


The movement in staff leave accrual above are reconciled as follows: 

Balance at beginning of year 

6 248 114 

4 952 731 


Contribution to provision 

3 513 649 

1 672 780 


Expenditure incurred 

-879 264 

-377 397 


Balance at end of year 

8 882 498 

6 248 114 


The movement in bonus accrual above are reconciled as follows: 

Balance at beginning of year 

2 543 734 

2 423 448 


Contribution to provision 

6 401 443 

5 877 187 


Expenditure incurred 

-6 280 288 

-5 756 901 


Balance at end of year 

2 664 889 

2 543 734 


The fair value of trade and other payables approximates their carrying 
amounts. 




10. CONSUMER DEPOSITS 

Water and Electricity 

6 672 149 

5 646 524 

Total consumer deposits 

6 672 149 

5 646 524 

11. CURRENT PROVISIONS 

Current portion of long-service awards 

1 158 274 

1 060 631 

Current portion of continued medical aid 

1 211 874 

1 078 647 

Rehabilitation of landfill sites 

7 119 476 

6 842 106 

Litigations 

31 619 

31 619 

Total current provisions 

9 521 243 

9 013 003 


Refer to note 14 for non-current portion and key assumptions on long- 
service awards. 
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2016 2015 

R R 


12. UNSPENT CONDITIONAL GRANTS AND RECEIPTS 


12.1 Conditional grants from other spheres of government 


Municipal Infrastructure Grant 19.2 

Dr Ruth S Mompati District Municipality Grant 19.3 

INEP Grant 19.4 

Finance Management Grant 19.5 

Department of Sports, Arts and Culture Grant 19.6 

Municipal Systems Improvement Grant 19.7 

Expanded Public Works Programme Grant 19.8 

LG Seta Grant 19.9 

Department of Energy Grant (SANEDI) 19.10 

Fire Grant 19.11 


Total unspent conditional grants and receipts 

Non-current unspent conditional grants and receipts 
Current portion of unspent conditional grants and receipts 



961 163 
265 419 




18 573 974 1 226 582 

18 573 974 

1 226 582 


See Note 19 for reconciliation of grants and receipts. These amounts 
are invested in ring-fenced investments until utilised. 


13. BORROWINGS 


DBSA Loans 

29 158 304 

30 648 732 

Sub-total 

29 158 304 

30 648 732 

Less: Current portion transferred to current liabilities 

-4 509 572 

-30 648 732 

DBSA Loans 

4 509 572 

30 648 732 

Total Non-Current Borrowings 

24 648 732 

- 


Refer to Appendix A for more detail on borrowings. 

Refer Note 52 for detail regarding DBSA Loans in default. 
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2016 

2015 


R 

R 

14. NON-CURRENT PROVISIONS 



Long-service awards 

9 500 333 

7 927 669 

Continued medical aid 

53 857 352 

48 455 125 

Rehabilitation of landfill sites 

4 841 373 

4 448 730 

Litigations 

24 775 623 

24 775 623 

Total non-current provisions 

92 974 681 

85 607 147 

The movement in non-current provisions are reconciled as follows: 

14.1 Long-service awards 

Balance at beginning of year 

8 988 300 

7 942 534 

Contributions to provision 

1 742 403 

1 571 127 

Increase / (decrease) in provision due to actuarial valuation 

993 679 

395 868 

Expenditure incurred 

-1 065 775 

-921 229 


10 658 607 

8 988 300 

Transfer to current provision 

-1 158 274 

-1 060 631 

Balance at end of year 

9 500 333 

7 927 669 

14.1.1 Members information 



The long service award is a defined benefit plan of which the following 
employees are eligible: 



In-service (employee) members 

462 

481 

Total Members 

462 

481 

The liability in respect of past service has been estimated to be as 
follows: 



In-service members 

10 658 607 

8 988 300 

Total Liability 

10 658 607 

8 988 300 

14.1.2 Actuarial adjustments were calculated as follows 

Change in basis 

11 000 

494 034 

Experience 

982 679 

-98 166 

Actuarial (Gain) / Loss 

993 679 

395 868 

14.1.3 Future service and interest cost estimation 

The Future-serviceCostforthe next year is estimated to be R 1,065,899 whereas the Interest 

Cost for the next year is estimated to be R 840,894. 



14.1.4 Key Actuarial Assumptions used 

Interest Rate 

Discount rate 

8.89% 

8.33% 

General Inflation 

6.52% 

5.95% 

Salary Inflation 

7.52% 

6.95% 

Real Rate (GAP) 

1.27% 

1.28% 


Mortality Rates 

Pre-retirement mortality as per SA85-90 (light) table, rated down by 3 years for Female 
members. 


Normal Retirement age 

Normal retirement age is 65. It has been assumed that in-service members will retire at age 
63, which then implicitly allows for expected rates of early and ill-health retirement. 
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2016 

2015 



R 

R 

14.1.5 Sensitivity Analysis 

Liability 

Cost (Saving) 

% Change 

Discount Rate 

Current Assumption (8.89%) 

10 658 607 



-1% (7.89%) 

11 493 260 

834 653 

8% 

+1% (9.89%) 

9 920 334 

-738 273 

-7% 

Retirement 

Current Assumption (Retire 63 years) 

10 658 607 



Retire at 61 

9 359 254 

-1 299 353 

-12% 

Retire at 65 

12 098 587 

1 439 980 

14% 

14.1.6 Reconciliation of present value of fund obligation 



Balance at beginning of year 


8 988 300 

7 942 534 

Current Service Cost 


994 089 

898 797 

Interest Cost 


748 314 

672 330 

Actuarial (Gain)/Loss 


993 679 

395 868 

Liability settlements 


-1 065 775 

-921 229 

Balance at end of year 


10 658 607 

8 988 300 


14.2 Continued medical aid 



Balance at beginning of year 

49 533 772 

37 388 271 

Contributions to provision 

7 363 163 

5 766 976 

Increase / (decrease) in provision due to actuarial valuation 

-773 542 

7 350 713 

Expenditure incurred 

-1 054 167 

-972 188 


55 069 226 

49 533 772 

Transfer to current provision 

-1 211 874 

-1 078 647 

Balance at end of year 

53 857 352 

48 455 125 

14.2.1 Members information 



The continued medical aid is a defined benefit plan of which the 
members are made up as follows: 



In-service (employee) members 

239 

243 

Continuation members 

31 

31 

Total Members 

270 

274 

The liability in respect of past service has been estimated to be as 
follows: 



In-service members 

41 375 066 

36 702 845 

Continuation members 

13 694 160 

12 830 927 

Total Liability 

55 069 226 

49 533 772 

14.2.2 Actuarial adjustments were calculated as follows 

Change in basis 

200 800 

5 807 802 

Experience 

-974 342 

1 542 911 

Actuarial (Gain) / Loss 

-773 542 

7 350 713 
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14.2.3 The municipality makes monthly contributions for health 
care arrangements to the following medical aid schemes 

Bonitas 
LA Health 
Key Health 
Samwumed 

14.2.4 Future service and interest cost estimation 

The Future-service Cost for the next year is estimated to be 


R3, 276, 864 whereas the Interest Cost for the next y 
be R5, 306, 925 

14.2.5 Sensitivity Analysis 

Discount Rate 

Current Assumption (9.74%) 

-1% (8.74%) 

+ 1 % (10.74%) 

Mortality 

Current Assumption (Pa90-1) 

Pa90 standard 
Pa90-2 

Retirement 

Current Assumption (Retire 63 years) 

Retire at 61 
Retire at 65 

14.2.6 Key Actuarial Assumptions used 

Interest Rate 

Discount rate 
General Inflation 
Medical Inflation 

Real Rate (GAP) - Post Retirement Interest Rate 

Mortality Rates 

Pre-retirement mortality as per SA85-90 (light) table. 


is estimated to 


Liability 

Cost (Saving) 

% Change 

55 069 226 

65 989 112 

10 919 886 

20% 

46 560 361 

-8 508 865 

-15% 

55 069 226 

53 008 314 

-2 060 912 

-4% 

57 157 468 

2 088 242 

4% 

55 069 226 

63 526 540 

8 457 314 

15% 

47 571 164 

-7 498 062 

-14% 


9.74% 

8.91% 

7.26% 

6.42% 

8.76% 

7.92% 

0.90% 

0.92% 


Post-retirement mortality as per PA (90) tables rated down by 1 year 

Normal Retirement age 

Normal retirement age is 65. It has been assumed that in-service 
members will retire at age 63, which then implicitly allows for expected 
rates of early and ill-health retirement. 


14.2.7 Reconciliation of present value of fund obligation 


Balance at beginning of year 

49 533 772 

37 388 271 

Current Service Cost 

2 995 665 

2 194 142 

Interest Cost 

4 367 498 

3 572 834 

Actuarial (Gain)/Loss 

-773 542 

7 350 713 

Liability settlements 

-1 054 167 

-972 188 

Balance at end of year 

55 069 226 

49 533 772 
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14.3 Rehabilitation of landfill sites 



Balance at beginning of year 

11 290 837 

9 640 394 

Contributions to provision 

544 174 

2 084 597 

Increase / (decrease) in provision due to discounting 

125 839 

-434 154 

Expenditure incurred 

- 

- 


11 960 850 

11 290 837 

Transfer to current provision 

-7 119 476 

-6 842 106 

Balance at end of year 

4 841 373 

4 448 730 

Key assumptions 



The timing for the possible outflow of resources for the rehabilitationfor the landfill site could 
not be determined at the date of the financial statements. 



The following key assumptions were made to arrive at the amount disclosed as a possible 
future obligation: 



1) Environmental impact process for establishment of solid waste disposal site 



2) Supply and operation of machinery to transfer refuse 



3) Sloping and spreading of slopes and ground work, including manual hand labour 



An average inflation rate of 6.23% as per MFMA Circular 79 and a discount rate of 9.02 % / 

9.39 % as per the R186 / R 213 Government Bond rate was used to calculate the obligation 
at year-end. 



14.4 Litigations 



Balance at beginning of year 

24 807 242 

27 077 037 

Contributions to provision 

- 

- 

Write-off on settlement / reversal 

- 

-2 269 795 

Expenditure incurred 

- 

- 


24 807 242 

24 807 242 

Transfer to current provision 

-31 619 

-31 619 

Balance at end of year 

24 775 623 

24 775 623 

14.4.1 Telkom SA Ltd 

31 619 

31 619 

The municipality damaged Telkom cables for which Telkom has issued a summons on 2 
November2010. The claim relates to the period prior to 30 June 2011. Telkom has sent the 
municipality a settlement agreement in the 2013/14 financial year. The matter is expected to 
be settled before 30 June 2017. 



14.4.2 Fynbosland 435 cc 

24 000 000 

24 000 000 

The municipality allegedly did not pay outstanding claims on the housing project for which 
Fynbosland 435 cc has issued a notice of motion on 25 September 2012. The claim relates 
to the period prior to 30 June 2011. The matter is not expected to be settled by 30 June 

2017. 



14.4.3 WF van der Ryst 

60 000 

60 000 


The municipality allegedly damaged the plaintiff's cables for which WF van der Ryst has 
issued a summons on 12 November 2010. The claim relates to the period prior to 30 June 
2011. The matter is not expected to be settled by 30 June 2017. 
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14.4.4 Mrs BS Nsedame 

100 000 

100 000 

Tbe municipality allegedlyfalsely accused tbe plaintiff for wbicb Mrs BS Nsedame bas issued 
a summons on 13 August 2009. Tbe claim relates to tbe period prior to 30 June 2011. Tbe 
matter is not expected to be settled by 30 June 2017. 



14.4.5 Cape Joint Pension Fund 

615 623 

615 623 


The municipality allegedly failed to pay funds over to the pension fund for which Cape Joint 
Pension Fund has issued a summons on 27 June 2012. The claim relates to the period prior 
to 30 June 2011. The matter is not expected to be settled by 30 June 2017. 
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15. PROPERTY RATES 



Actual 

Residential 

10 716 794 

9 792 480 

Commercial 

17 993 035 

16 702 654 

State 

8 065 903 

7 847 098 

Total property rates 

36 775 732 

34 342 232 

Property rates - penalties imposed and collection charges 

- 

- 

Total 

36 775 732 

34 342 232 

Valuations 

Residential 

2 144 808 867 

2 141 191 462 

Businesses 

959 374 975 

912 716 440 

Industrial 

128 243 000 

127 838 000 

Agricultural 

4 206 391 150 

4 134 789 150 

Government 

432 089 000 

432 089 000 

Total 

7 870 906 992 

7 748 624 052 


Valuations on land and buildings are performed every four years. The new general valuation 
(GV) roll came into effect on 1 July 2014. The MPRA objection and appeals process of the 
GV were finalised during April 2015. Supplementary valuation roll 1 was completed in May 
2015 and the MPRA process started, effective only during 2015/2016. Supplementary 
valuation roll 2 was completed in March 2016 and the MPRA process started, effective only 
during 2016/2017. The following rates are applied to property valuations to determine annual 
assessment rates: 


Residential 

0.00635 

0.00606 

Businesses 

0.01269 

0.01211 

Industrial 

0.01269 

0.01211 

Agricultural 

0.00158 

0.00151 

Agucultural : Businesses 

0.00318 

0.00303 

Government 

0.01905 

0.01817 

SERVICE CHARGES 

Sale of electricity 

114 197 271 

97 549 333 

Sale of water 

14 479 468 

13 707 142 

Refuse removal 

14 564 527 

14 257 924 

Sewerage and sanitation charges 

15 441 282 

14 438 949 

Total service charges 

158 682 548 

139 953 348 

RENTAL OF FACILITIES AND EQUIPMENT 

Rental of facilities 

785 434 

728 932 

Rental of equipment 

21 133 

8 649 

Total rentals 

806 567 

737 581 

INTEREST EARNED 

External investments 

401 679 

235 094 

Outstanding receivables 

16 554 937 

13 503 505 


16 956 615 . 0 . ^..00 3 738 599 


125 of 188 


Total interest 


NALEDI LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 



2016 

2015 


R 

R 

19. GOVERNMENT GRANTS AND SUBSIDIES 



Equitable share 

39 619 000 

36 699 000 

Municipal Infrastructure Grant 

28 231 189 

30 627 419 

Dr Ruth S Mompati District Municipality Grant 

16 821 456 

21 397 559 

INEP Grant 

8 917 196 

20 266 367 

Finance Management Grant 

1 600 000 

1 600 000 

Department of Sports, Arts and Culture Grant 

1 450 000 

497 250 

Municipal Systems Improvement Grant 

930 000 

934 000 

Expanded Public Works Programme Grant 

1 876 000 

1 846 000 

LG Seta Grant 

195 321 

653 981 

Department of Energy Grant (SANEDI) 

7 086 081 

12 913 919 

Fire Grant 

- 

700 000 

Total government grants and subsidies 

106 726 243 

128 135 495 

19.1 Equitable share 



This grant is utilised to fund the operations of the municipality in accordance with the 
approved MTREF budget. 

39 619 000 

36 699 000 

19.2 Municipal Infrastructure Grant 

Balance unspent at beginning of year 

961 163 

10 846 582 

Current year receipts 

45 844 000 

30 051 000 

Net balance claimed against debtor / creditor 

- 

-9 309 000 

Conditions met - transferred to revenue 

-28 231 189 

-30 627 419 

Conditions still to be met - transferred to liabilities (see Note 12) 

18 573 974 

961 163 

To provide specific capital finance for basic municipal infrastructure backlogs for poor 
households, micro enterprises and social institutions servicing poor communities. No funds 
have been withheld. 



19.3 Dr Ruth S Mompati District Municipality Grant 

Balance unspent at beginning of year 

265 419 

2 495 400 

Current year receipts 

16 556 037 

19 167 578 

Net balance claimed against debtor 

- 

- 

Conditions met - transferred to revenue 

-16 821 456 

-21 397 559 

Conditions still to be met - transferred to liabilities (see Note 12) 

. 

265 419 

The district municipality assists the local municipality with this grant when it is in need. No 
funds have been withheld. 



19.4 INEP Grant 



Balance unspent at beginning of year 

- 

5 861 123 

Current year receipts 

15 000 000 

8 000 000 

Net balance claimed against debtor / creditor 

-6 082 804 

6 405 244 

Conditions met - transferred to revenue 

-8 917 196 

-20 266 367 

Conditions still to be met - transferred to liabilities (see Note 12) 


. 


To implement the Integrated National Electrification Programme (INEP) by providing capital 
subsidies to Eskom to address tbe electrification backlog of occupied residential dwelling, tbe 
installation on bulk infrastructure and rehabilitation and refurbishment of electricity 
infrastructure in order to improve quality of supply. No funds have been withheld. 
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19.5 Finance Management Grant 

1 600 000 1 600 000 
1 600 000 -1 600 000 

Conditions still to be met - transferred to liabilities (see Note 12) 


Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 


This grant is used to fund the financial operations of the municipalty. No funds have been 
withheld. 


19.6 Department of Sport, Art and Culture Grant 



Balance unspent at beginning of year 

- 

497 250 

Current year receipts 

1 450 000 

- 

Conditions met - transferred to revenue 

-1 450 000 

-497 250 

Conditions still to be met - transferred to liabilities (see Note 12) 

- 

- 


To facilitate mass participation within communities and schools. No funds have been 
withheld. 


19.7 Municipal Systems Improvement Grant 

930 000 934 000 

930 000 -934 000 

Conditions still to be met - transferred to liabilities (see Note 12) 


Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 


This grant is used to fund training of municipal staff. No funds have been withheld. 


19.8 Expanded Public Works Programme Grant 

1 876 000 1 846 000 

1 876 000 -1 846 000 

Conditions still to be met - transferred to liabilities (see Note 12) 


Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 


This grant is used to fund labour based capital expansion programs. No funds have been 
withheld. 


19.9 LG Seta Grant 


195 321 653 981 

195 321 -653 981 

Conditions still to be met - transferred to liabilities (see Note 12) 


This grant is used to fund training of community members. No funds have been withheld. 


Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 
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19.10 Department of Energy Grant (SANEDI) 

Balance unspent at beginning of year 



Current year receipts 

8 000 000 

12 000 000 

Net balance claimed against debtor / creditor 

-913 919 

913 919 

Conditions met - transferred to revenue 

-7 086 081 

-12 913 919 

Conditions still to be met - transferred to liabilities (see Note 12) 


- 

This grant is used to fund the implementation of the municipality's smart electricity meter 
program. No funds have been withheld. 



19.11 Fire Grant 



Balance unspent at beginning of year 

- 

700 000 

Current year receipts 

- 

- 

Conditions met - transferred to revenue 

- 

-700 000 

Conditions still to be met - transferred to liabilities (see Note 12) 


- 


This grant is used to fund the replacement of fire equipment. No funds have been \A/ithheld. 


19.12 Changes in levels of government grants 

Based on the allocations set out in the Division of Revenue Act, significant increases in the 
level of government grant funding are expected over the forthcoming 3 financial years. 
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20. OTHER INCOME 

Valuation certificates 

11 090 

9 518 

Salary deductions commission 

266 192 

201 786 

Bid document fees 

70 132 

35 670 

Surplus cash 

29 

1 279 

Insurance claims received 

1 158 894 

- 

Sundry creditors written-off 

33 743 306 

2 712 203 

PPE transfer received 

8 257 155 

29 907 854 

Reversal of unwinding of discounting 

- 

- 

Selling of game/hunting packages 

199 794 

- 

Entrance fees 

144 201 

188 818 

Advertisement fees 

20 595 

3 129 

Commission on sales 

1 045 817 

685 445 

Library: Lost books 

- 

- 

Membership fees 

- 

660 

Photocopy charges 

4 515 

7 702 

Cemetry fees 

259 236 

240 659 

Roadworthy certificates 

437 145 

378 570 

Reversal of impairment of other receivables 

585 047 

- 

Private works 

- 

- 

Availability fees 

194 931 

355 057 

Re-connection fees 

7 826 

79 839 

Parking meters 

- 

20 168 

Business registration fees 

12 983 

11031 

Sale of plans 

21 496 

22 239 

Sub-division fees 

288 246 

86 410 

Servitude Fees 

- 

- 

Building plan fees 

153 951 

178 412 

Sundry income 

95 641 

7 475 

Total other income 

46 978 222 

35 133 925 


PPE transfer received in the previous year consists of infrastructure projects and moveable 
assets transferred to the municipality from the District Municipality, NW Department of Roads 
and local businesses. 


21. EMPLOYEE RELATED COSTS 


Employee related costs - Salaries and wages 

93 379 658 

86 896 724 

Employee related costs - Contributions to DIF, pensions and medical 

22 529 095 

20 485 695 

Travel and motor car allowances 

10 948 216 

10 271 274 

Housing benefits and allowances 

1 570 852 

674 274 

Overtime payments 

7 611 536 

7 793 600 

Performance and other bonuses 

6 401 443 

5 877 187 

Long-service awards 

994 089 

752 062 

Continued medical aid contributions 

2 988 946 

3 659 194 

Other employee related costs 

6 294 184 

4 270 857 

Total employee related costs 

There were no advances to employees. 

152 718 018 

140 680 868 

Remuneration of the Municipal Manaqer 

Annual remuneration 

1 005 210 

954 475 

Performance and other bonusses 

- 

- 

Travel allowance 

211 840 

201 484 

Contributions to DIF, medical and pension funds 

208 921 

200 428 

Total 

1 425 971 

1 356 387 

Remuneration of the Chief Financial Officer 

Annual remuneration 

828 618 

791 038 

Performance and other bonusses 

- 

- 

Travel allowance 

499 148 

474 746 

Contributions to DIF, medical and pension funds 

15 062 

14 442 


Total 1 342 828 1 280 226 


Remuneration of individual executive managers 
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22. 

REMUNERATION OF COUNCILLORS 

Mayor 

743 553 

711 532 


Speaker 

574 009 

544 267 


Executive committee members 

1 604 234 

1 529 091 


Councillors 

3 093 421 

2 907 860 


Councillors' pension, medical aid and SDL contributions 

545 677 

595 027 


Total councillors' remuneration 

6 560 894 

6 287 777 

23. 

In-kind benefits 

The Mayor is full-time. The Mayor is provided with an office and secretarial support at the 
cost of the Council. 

The Mayor has use of a Council owned vehicle with one driver for official duties. 

Remuneration of individual councillors 

Remuneration of individual councillors are reflected pelKlote 50. 

IMPAIRMENT OF RECEIVABLES 

The movement in provision of receivables is set out below: 

Increase in provision of receivables 

41 050 411 

30 068 238 


Total impairment of receivables 

41 050 411 

30 068 238 

24. 

GRANTS AND SUBSIDIES PAID 

Donations 

2 624 

19 850 


Community bursaries 

3 600 

19 000 


Community capacity building and training 

- 

18 500 


LED projects 

22 922 

285 545 


Pauper burials 

2 233 

3 150 


Transfers to community members 

1 549 929 

- 


Naledi Animal Shelter 

60 000 

60 000 


Disaster relief aid 

- 

5 149 


District Municipality Asset Grant 

304 619 

244 010 


SANRAL Asset Grant 

- 

4 728 852 


Refuse bags 

51 861 

121 050 


Refuse bins 

- 

- 


Total grants and subsidies paid 

1 997 789 

5 505 105 
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DEPRECIATION AND AMORTISATION EXPENSE 

Property, plant and equipment - Depreciation 

36 566 731 

45 517 121 

Property, plant and equipment - Impairment losses 

1 014 592 

5 905 957 

- Cash generating assets: Land 

393 994 

5 316 168 

- Non-cash generating assets: Community 

620 598 

589 789 


Total depreciation and amortisation 37 581 324 51 423 078 


Cash generating assets: Lane 

The Naledi old landfill sites are not in use. The increase in value as a result of the additional 
provision for rehabilitation of landfill sites gives rise to an addition to an asset that is not in 
use. The recoverableamount/ fair value of the asset is RO. The asset can not be disposed, 
thus the fair value less cost to sell is also RO. The addition is a clear indicator of an 
impairment and treated as such. 


Non-cash generating assets: Community 

The Vryburg library is under renovation. At year-end, phase I of the renovation process was 
completed, which entailed the dismantling of the library. No construction had taken place at 
the time. The recoverableamount has been determined as the fair value less cost to sell by 
completing a extensive valuation through the municipal valuaters. 


26. FINANCE COSTS 


Borrowings 

9 572 

- 

Trade creditors 

27 063 459 

17 561 576 

SARS 

1 140 486 

93 102 

Other creditors 

1 142 

17 416 

Finance lease liability 

181 383 

218 884 

Actuarial valuations 

5 115 812 

4 245 164 

Total finance costs 

33 511 854 

22 136 142 
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27. BULK PURCHASES 



Electricity 

76 402 080 

70 900 863 

Water 

12 062 388 

11 415 317 

Total bulk purchases 

88 464 468 

82 316 180 

Distribution Losses 



Electricity 

Electricity Purchased (MWh) 

91 951 

94 574 

Electricity Sold (MWh) 

-84 310 

-79 529 

Total loss Incurred (MWH) 

7 641 

15 045 

Average Cost per MWh 

834.15 

745.69 

Total Loss (R) 

6 373 649 

11 218 757 

Water 

Water Purchases and pumped (KL) 

8 809 425 

8 642 017 

Water Purchased Loss (KL) 

1 714 318 

1 473 447 

Water Pumping Loss (KL) 

2 323 016 

1 983 360 

Total Loss Incurred (KL) 

4 037 334 

3 456 807 

Average Cost per KL purchased 

3.22 

3.18 

Average Cost per KL pumped 

1.12 

0.89 

Total Loss (R) 

8 135 879 

6 455 566 


28. CONTRACTED SERVICES 

Security services 

3 741 389 

3 000 772 

Forensic investigating services 

- 

- 

Accounting services 

2 605 608 

254 776 

Payroll services 

- 

- 

Valuation services 

- 

432 352 

Meter reading services 

388 601 

397 742 

Recruitment services 

- 

- 

Employee training services 

- 

- 

OHS Services 

32 944 

- 

Performance information services 

- 

- 

Proffessional Services - Transfer costs 

- 

- 

Contracted Workers 

7 168 692 

3 614 904 

Contracted Services 

73 440 

12 077 

Smart Meter Management Services 

2 993 360 

- 

Bulk water provision services 

567 000 

1 675 185 

Refuse removal services 

1 109 098 

783 891 

Sewerage removal services 

2 614 678 

1 856 787 

Business plans and feasibility services 

- 

- 

Professional Fees 

11 156 

23 793 

Architectural services 

- 

9 000 

Professional Services 

2 061 970 

2 336 376 

Total contracted services 

23 367 935 

14 397 655 
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29. GENERAL EXPENSES 



Included in general expenses are the following: 



Advertising 

259 859 

305 569 

Anticeptics and medication 

- 

- 

Audit fee 

2 908 070 

2 142 399 

Bank charges 

364 546 

444 764 

Books and pubiications 

5 228 

- 

Chemicais 

127 800 

152 281 

Cieaning materiais and consumabies 

99 814 

98 025 

Congresses and conferences 

8 000 

47 739 

Community functions 

114 235 

61 476 

Community functions/IDP 

13 800 

33 322 

Commission paid on saies 

- 

- 

Empioyee assistance program 

39 364 

127 180 

Empioyee bursaries 

68 367 

175 919 

Empioyee furniture removai costs 

- 

15 765 

Empioyee sports program 

269 972 

393 987 

Empioyee arbitration cases 

47 168 

87 491 

Empioyee accomodation incentive 

- 

37 212 

Empioyee OHS assessments 

350 

6 919 

Eiectricity 

1 787 025 

4 099 865 

Entertainment - Counciiiors 

- 

- 

Entertainment - Officiais 

- 

- 

Gardening expenses 

- 

2 804 

Grave markers and consumabies 

2 236 

1 781 

Insurance premiums 

1 308 638 

1 296 319 

Internet charges 

- 

12 978 

Mayoral inauguration 

- 

- 

Kitchen ware and cutlery 

645 

342 

Licenses : Radios 

- 

- 

Licenses: Other 

- 

- 

Legal expenses 

407 907 

194 992 

Machinery : Fuel and oil 

94 253 

85 621 

Material 

- 

- 

Membership fees : Societies 

1 665 313 

1 258 741 

Pest control 

- 

435 

Postage stamps and telegraphs 

717 437 

687 154 

Printing and stationery 

1 692 381 

1 482 609 

Promotion and marketing 

145 938 

94 800 

Refreshments and meals 

182 834 

159 504 

Rental : Equipment 

139 131 

753 674 

Rental : Office 

- 

- 

SARS Penalties 

1 300 685 

8 692 

Salt Feed and Medicine 

5 758 

75 

Small tools and equipment 

165 296 

85 834 

Software expenses 

792 594 

888 630 

Special projects 

60 252 

54 599 

Sundry expences 

1 192 229 

24 739 

Telephone 

2 254 223 

1 943 969 

Title deed search 

4 940 

6 186 

Training and courses 

298 843 

1 896 485 

Travel and subsistence : Councillors 

150 326 

195 674 

Travel and subsistence : Officials 

1 139 089 

2 119 960 

Travel and subsistence : Interviews 

5 255 

28 744 

Uniforms and protective clothing 

31 317 

406 827 

Vehicles : Fuel and oil 

2 207 816 

2 388 847 

Vehicles : Licenses 

221 771 

171 556 

Rental: Vehicles 

432 263 

376 746 

Water supply 

- 

- 

Ward Committee Stipends 

981 710 

894 850 

Workmans compensation 

663 360 

921 339 


24 378 04o1 33 Of 1 88 26 675 416 
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30. GAIN / (LOSS) ON DISPOSAL OF PPE 


Property, plant and equipment 

-1 

572 

943 

-292 

048 

109 

Total gain / (loss) on disposal of PPE 

-1 

572 

943 

-292 

048 

109 

CASH GENERATED BY OPERATIONS 







Deficit for the year 

-43 

368 

892 

-323 

393 

442 

Adjustment for: 







Depreciation and amortisation 

37 

581 

324 

51 

423 

078 

Sundry creditors written-off 

-33 

743 

306 

-2 

712 

203 

Gain / (loss) on disposal of property, plant and equipment 

1 

572 

943 

292 

048 

109 

Property, plant and equipment transfer received 

-8 

257 

155 

-29 

907 

854 

(Increase) / decrease in natural movement of game / animals 


■185 

500 


■988 

750 

(Increase) / decrease in landfill site provision movement 


■544 

174 

-2 

937 

575 

Contribution to provisions 

7 

875 

774 

12 

582 

437 

Fair value adjustments 



- 



- 

Impairment of receivables 

33 

488 

575 

10 

115 

864 

Finance costs 

33 

511 

854 

22 

136 

142 

Interest earned 

-16 

956 

615 

-13 

738 

599 

Operating surplus before working capital changes: 

10 

974 

827 

14 

627 

206 

(lncrease)/decrease in trade receivables 

-32 

729 

790 

-5 

397 

500 

(lncrease)/decrease in other receivables 

37 

204 

519 

-6 

199 

828 

(lncrease)/decrease in inventory 


-59 

548 


■105 

288 

(lncrease)/decrease in VAT receivable 

-4 

490 

822 

-3 

562 

955 

lncrease/(decrease) in trade payables 

61 

827 

962 

84 

907 

321 

lncrease/(decrease) in consumer deposits 

1 

025 

625 

1 

766 

475 

lncrease/(decrease) in conditional grants and receipts 

17 

347 

392 

-19 

173 

773 

lncrease/(decrease) in finance lease liability 

-1 

501 

601 


■372 

291 

Cash generated by / (utilised in) operations 

89 

598 

564 

66 

489 

365 

CASH AND CASH EQUIVALENTS 







Cash and cash equivalents included in the cash flow statement 







comprise the following : 







Bank balances and cash 

2 

076 

506 

1 

243 

371 

Short term investments 

16 

506 

239 


41 

530 

Total cash and cash equivalents 

18 

582 

745 

1 

284 

901 


33. CHANGE IN ACCOUNTING POLICY 

No adjustments were made to amounts previously reported in the 
annual financial statements of the municipality arising from the 
implementation of new accounting policies and changes to existing 
policies. 
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34. CORRECTION OF ERROR 

The following adjustments were made to amounts previously reported 
in the annual financial statements of the municipality arising from the 
correction of errors: 


Previous disclosure 

Restated disclosure 

Correction of Error 

R 

R 

R 


Statement of Financial Position 


Current assets 55 913 196 58 566 909 2 653 712 

Cash and cash equivalents 

Trade and other receivables from exchange transactions 
Other receivables from non-exchange transactions 

Inventories 
VAT receivable 

Non-current assets 

Property, plant and equipment 
Heritage assets 
Biological assets 

Total Assets 

Current liabilities 371150 116 373 622 885 2 472 769 

Trade and other payables from exchange transactions 

Consumer deposits 
Current provisions 

Current portion of unspent conditional grants and receipts 
Current portion of borrowings 
Current portion of finance lease liability 

Non-current liabilities 

Non-current provisions 
Non-current borrowings 

Total Liabilities 457 206 972 459 679 740 2 472 769 


Net assets 338 087 629 338 268 573 180 943 


Net assets 

Reserves 

Accumulated surplus / (deficit) 


338 087 631 338 268 574 180 943 


1 697 412 

1 697 412 

- 

336 390 219 

336 571 162 

180 943 


323 115 508 

5 646 524 

9 013 003 

1 226 582 

30 648 732 

1 499 767 


325 588 277 

5 646 524 

9 013 003 

1 226 582 

30 648 732 

1 499 767 


2 472 769 

86 056 856 

86 056 856 

- 

86 056 856 


86 056 856 


- 

- 


- 


- 


1 284 901 

20 689 549 

11 120 880 

2 935 762 

19 882 104 


1 284 901 

20 689 549 

13 473 535 

2 935 762 

20 183 161 


2 352 655 

301 057 

739 381 405 

739 381 405 

- 

738 662 119 


738 662 119 


- 

719 286 


719 286 


- 

- 


- 


- 


795 294 601 797 948 314 2 653 712 
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Previous disclosure 

Restated disclosure 

Correction of Error 

R 

R 

R 


Statement of Financial Performance 


Revenue 

360 457 097 

360 457 097 

- 

Property Rates 

34 342 232 


34 342 232 


- 

Property rates - penalties imposed and collection charges 

- 


- 


- 

Service Charges 

139 953 348 


139 953 348 


- 

Rental of facilities and equipment 

737 581 


737 581 


- 

Interest earned - external investments 

235 094 


235 094 


- 

Interest earned - outstanding receivables 

13 503 505 


13 503 505 


- 

Fines 

1 481 027 


1 481 027 


- 

Licences and Permits 

6 934 890 


6 934 890 


- 

Government grants and subsidies 

128 135 495 


128 135 495 


- 

Other income 

35 133 925 


35 133 925 


- 

Expenses 

388 111 174 

387 776 475 

-334 698 

Employee related costs 

140 488 547 


140 680 868 


192 321 

Remuneration of councillors 

6 287 111 


6 287 111 


- 

Impairment of receivables 

30 068 238 


30 068 238 


- 

Collection costs 

- 


- 


- 

Depreciation and amortisation expense 

51 423 078 


51 423 078 


- 

Grants and subsidies paid 

7 763 962 


5 505 105 


-2 258 857 

Finance costs 

22 126 750 


22 136 142 


9 392 

Bulk purchases 

82 316 378 


82 316 180 


-198 

Repairs and maintenance 

8 186 800 


8 286 017 


99 217 

Contracted services 

12 476 163 


14 397 655 


1 921 492 

General expenses 

26 973 481 


26 675 416 


-298 065 

Other items 

-297 361 195 

-297 361 195 

. 

Gain / (loss) on disposal of PPE 

-292 048 109 


-292 048 109 


- 

Gain / (loss) on natural movements of game / animals 

988 750 


988 750 


- 

Gain / (loss) on disposal of Biological Assets 

- 


- 


- 

Gain / (loss) on borrowings redeemed 

- 


- 


- 

Gain / (loss) on actuarial valuation 

-6 301 836 


-6 301 836 


- 

Gain / (loss) on fair value adjustment 

- 


- 


- 


Suplus / deficit for the year -325 015 272 -324 680 573 334 698 
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Effect of restatement on 

Effect of restatement on 

Total effect of 

2014/15 

2013/14 

restatement 

R 

R 

R 


34.1 Other receivables from non-exchange transactions 

During the year it was noted that the other receivables from non-exchange transactions was 
previously overstated in the 2014/15 financial year. This has now been correctly disclosed 
and the effect of the restatement is as follows: 

Statement of financial position 


Increase in other receivables from non-exchange transactions 2 352 655 

Increase in trade and other payables from exchange transactions 22 286 

Increase in accumulated surplus / (deficit) 

Statement of financial performance 

Increase in employee related costs 192 320 

Increase in finance costs 9 392 

Decrease in bulk purchases 198 

Decrease in grants and subsidies paid 2 388 557 

Decrease in general expenses 120 365 


34.2 Trade and other payables from exchange transactions 

During the year it was noted that the trade and other payables from exchange transactions 
balance was previously overstated in the 2014/15 financial year. This has now been correctly 
disclosed and the effect of the restatement is as follows: 


Statement of financial position 


Increase in trade and other payables from exchange transaction 2 472 768 

Increase in other receivables from non-exchange transactions 22 286 

Decrease in accumulated surplus / (deficit) 

Increase in VAT receivable 301 057 

Statement of financial performance 

Increase in contracted services 1 921 493 

Increase in repairs and maintenance 99 217 

Increase in grants and subsidies paid 129 700 

Decrease in general expenses 177 700 


No further adjustments were made to amounts previously reported in the annual financial 
statements of the municipality arising from the correction of errors. 


2 352 655 

22 286 

67 533 67 533 

192 320 
9 392 
198 
2 388 557 
120 365 


2 472 768 
22 286 

221 288 221 288 
301 057 


1 921 493 
99 217 
129 700 
177 700 
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35. UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL 
EXPENDITURE 


35.1 Unauthorized expenditure 


Balance brought forward 
Unauthorized expenditure current year 
Condoned or written-off by council 
Recovery of unauthorized expenditure 

Balance carried forward 

35.1.1 Over expenditure on operating budget for the 2013/14 year 

The unauthorizedexpenditure relates to the 2013/14 financial year regarding over-expenditure 
on individual operating expenditure votes. The unauthorized expenditure was investigated, 
presented to council in the 2015/16 financial year and authorized through a special 
adjustments budget as per council resolution no 292/2016. 


35.1.2 Over expenditure on capital budget for the 2013/14 year 

The unauthorizedexpenditurerelatesto the 2013/14 financial year regarding over-expenditure 
on individual capital expenditure votes. The unauthorized expenditure was investigated, 
presented to council in the 2015/16 financial year and authorized through a special 
adjustments budget as per council resolution no 292/2016. 


35.1.3 Unspent conditional grants not cash backed for the 2013/14 
year 

The unspent conditional grant balance at the 2013/14 financial year-end was not cash backed 
due to cash flow problems. The unauthorized expenditure was investigated, presented to 
council in the 2015/16 financial year and authorized through a special adjustments budget as 
per council resolution no 292/2016. 


35.1.4 Over expenditure on operating budget for the 2014/15 year 

The unauthorizedexpenditure relates to the 2014/15 financial year regarding over-expenditure 
on individual operating expenditure votes. The unauthorized expenditure was investigated, 
presented to council in the 2015/16 financial year and authorized through a special 
adjustments budget as per council resolution no 292/2016. 


35.1.5 Over expenditure on capital budget for the 2014/15 year 

The unauthorizedexpenditurerelatesto the 2014/15 financial year regarding over-expenditure 
on individual capital expenditure votes. The unauthorized expenditure was investigated, 
presented to council in the 2015/16 financial year and authorized through a special 
adjustments budget as per council resolution no 292/2016. 


35.1.6 Over expenditure on INEP funded project for the 2014/15 year 


107 105 789 54 322 627 

60 158 320 52 783 162 

-107 105 789 


60 158 320 

107 105 789 


26 474 696 


9 457 075 


18 390 856 


19 674 301 


26 703 617 


6 405 244 


The unauthorizedexpenditure relates to the 2014/15 financial year regarding over-expenditure 
on INEP funded projects. The unauthorized expenditure was investigated, presented to 
council in the 2015/16 financial year and authorized through a special adjustments budget as 
per council resolution no 292/2016. 
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35.1.7 Over expenditure on operating budget for the 2015/16 year 

33 213 004 


The unauthorizedexpenditure relates to the 2015/16 financial year regarding over-expenditure 
on individual operating expenditurevotes. The unauthorized expenditurewill be investigated 
and presented to council for decision on recovery or write-off in the 2016/17 financial year. 

35.1.8 Over expenditure on capital budget for the 2015/16 year 

26 622 876 

- 

The unauthorizedexpenditurerelatesto the 2015/16 financial year regarding over-expenditure 
on individual capital expenditurevotes. The unauthorizedexpenditurewill be investigatedand 
presented to council for decision on recovery or write-off in the 2016/17 financial year. 

35.1.9 Over expenditure on INEP funded project for the 2015/16 year 

322 440 

- 

The unauthorizedexpenditure relates to the 2015/16 financial year regarding over-expenditure 
on INEP funded projects. The unauthorizedexpenditurewill be investigatedand presented to 
council for decision on recovery or write-off in the 2016/17 financial year. 



35.2 Fruitless and wastefull expenditure 



Balance brought forward 

32 316 980 

14 645 586 

Fruitless and wastefull expenditure current year 

29 515 344 

17 671 394 

Condoned or written-off by council 

- 

- 

Recovery of fruitless and wastefull expenditure 

- 

- 

Balance carried forward 

61 832 324 

32 316 980 


35.2.1 Penalties and interest for the 2012/13 year 

687 639 

687 639 

The fruitless and wasteful expenditure mainly relates to penalties and interest on late 
payments to SARS, DBSA, Eskom and other payablesin the 2012/13 financial year. The late 
payments are due to cashflow challenges being experienced by the municipality. The fruitle 
and wastefull expenditure will be investigated and presented to council for decision on 
recovery or write-off in the 2016/17 financial year. 



35.2.2 Penalties and interest for the 2013/14 year 

13 957 947 

13 957 947 

The fruitless and wasteful expenditure mainly relates to penalties and interest on late 
payments to SARS, DBSA, Eskom and other payablesin the 2013/14 financial year. The late 
payments are due to cashflow challenges being experienced by the municipality. The fruitle 
and wastefull expenditure will be investigated and presented to council for decision on 
recovery or write-off in the 2016/17 financial year. 



35.2.3 Penalties and interest for the 2014/15 year 

17 671 394 

17 671 394 

The fruitless and wasteful expenditure mainly relates to penalties and interest on late 
payments to SARS, Eskom and other payables in the 2014/15 financial year. The late 
payments are due to cashflow challenges being experienced by the municipality. The fruitle 
and wastefull expenditure will be investigated and presented to council for decision on 
recovery or write-off in the 2016/17 financial year. 

35.2.4 Penalties and interest for the 2015/16 year 

29 515 344 

- 


The fruitless and wasteful expenditure mainly relates to penalties and interest on late 
payments to Eskom and other payables in the 2015/16 financial year. The late payments are 
due to cashflow challenges being experienced by the municipality. The fruitless and wastefull 
expenditurewill be investigated and presented to council for decision on recovery or write-off 
in the 2016/17 financial year. 

139 Of 188 


NALEDI LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 



2016 

R 

2015 

R 

35.3 Irregular expenditure 



Balance brought forward 

153 735 253 

151 294 378 

Irregular expenditure current year 

3 163 057 

2 440 875 

Condoned or written-off by council 

- 

- 

Recovery of irregular expenditure 

- 

- 

Balance carried forward 

156 898 310 

153 735 253 

35.3.1 Procurement not in line with SCM for the 2009/10 year 

The irregular expenditure relates to procurement in the 2009/10 financial year not in line with 

SCM Regulations. The irregular expenditure will be investigated and presented to council for 
decision on recovery or write-off in the 2016/17 financial year. 

17 560 592 

17 560 592 


35.3.2 Procurement on housing project not in line with SCM for the 2009/10 year 

The irregular expenditure relates to procurement on the housing project in the 2009/10 
financial year not in line with SCM Regulations. The irregular expenditurewill be investigated 
and presented to council for decision on recovery or write-off in the 2016/17 financial year. 

79 690 499 

79 690 499 

35.3.3 Procurement not in line with SCM for the 2012/13 year 

7 671 878 

7 671 878 


The following irregular expenditure relates to procurement in the 2012/13 financial year not in 
line with SCM Regulations: 


a) Goods and services (Between R30,000 and R200,000) to the value of R194,805.08 were 
acquired not in terms of regulation 12 of the Municipal Supply Chain Management 
Regulations. 

b) Goods and services (Between R2,000 and R30,000) to the value of R70,485.98 were 
acquired not in terms of regulation 12 of the Municipal Supply Chain Management 
Regulations. 

c) Contract no NLM2013-033A- Supply and Installation of Endpoint Data Backup of Disaster 
Recovery in Naledi Local Municipality was awarded to Datafoxfor R400,140.00 not in terms 
of section 28(l){c) of the Municipal Supply Chain Management Regulations. 


d) Contract no NLM2013-015A - Supply and Delivery of 6.7mm Raodstonewas awarded to 
Loojwa Civil Construction and Works for Rl, 297, 712. 00 not in terms of section 28(l)(c) of 
the Municipal Supply Chain Management Regulations. 

e) Contract no NLM2013-016A-1 - Supply and Delivery of Motor Vehicle Tyres was awarded 
to Midas - Randburg for R250,512.97 not in terms of section 28(l)(c) of the Municipal Supply 
Chain Management Regulations. 
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f) Transfer costs (Rl, 954, 576. 80) and legal fees (Rl, 266, 767. 61) to the total value of 
R3, 221, 344.41 was Incurred to the municipality's attorneys, Du Plessis-Viviers, not in terms 
of section 11(3) of the Municipal Supply Chain ManagementRegulations and section 12(3) of 
the Municipal Supply Chain Management Policy. 

g) Various suppliers did business with the municipality to the total value of R29,480.00. 
Employees of the municipality have business interest in these suppliers, wbicb is in 
contravention of section 13(c) of tbe Municipal Supply Chain Management Regulations. 


h) Various suppliers did business with the municipality to the total value of R277,632.80. 
Employees of other state institutions have business interest in these suppliers, which is in 
contravention of section 13(c) of the Municipal Supply Chain Management Regulations. 


i) Various orders were awarded to Naledi Builders for the total value of R331,988.61, not in 
terms of section 11(3) of the Municipal Supply Chain ManagementRegulations and section 
12(3) of the Municipal Supply Chain Management Policy. 

j) Various orders were awarded to Lithotech Sales Bloemfontein for the total value of 
R512,808.20, not in terms of section 11(3) of the Municipal Supply Chain Management 
Regulations and section 12(3) of the Municipal Supply Chain Management Policy. 


k) Various orders were awarded to Tshireletso Security Force for the total value of 
Rl, 084, 967.48, not in terms of section 11(3) of the Municipal Supply Chain Management 
Regulations and section 12(3) of the Municipal Supply Chain Management Policy. 


The irregular expenditure will be investigated and presented to council for decision on 
recovery or write-off in the 2016/17 financial year. 


35.3.4 Procurement not in line with SCM for the 2013/14 year 26 921 122 26 921 122 

The following irregular expenditure relates to procurement in the 2013/14 financial year not in 
line with SCM Regulations: 

a) Various goods and / or services to the value of R213,955.72 were purchased from 
suppliers in which persons in the service of state institutions have an interest in contravention 
of Section 44 of the Municipal Supply Chain ManagementRegulations (GNR 868 30 May 
2005). 

b) Various goods and / or services to the value of R2, 068, 200. 00 were purchased from 
suppliers in which spouses, partners and associates of persons in the service of the 
municipality have an interest, but did not declare the connection and / or interest. This is in 
contraventionof Section 13(c) of the Municipal Supply Chain ManagementRegulations (GNR 
868 30 May 2005) and Section 5(1) of the Municipal Systems Act (Act 23 of 2000 Schedule 
2 ). 

c) Various goods and / or services to the value of Rll,103,602.49 were purchased in 
contraventionof Section 12(1) of the Municipal Supply Chain ManagementRegulations (GNR 
868 30 May 2005), Section 12(3) Range of procurement processes of the Municipality's 
Supply Chain Management Policy and Section 19 of the Municipal Supply Chain Manageme 
Regulations (GNR 868 30 May 2005). 


d) Various goods and / or services to the value of R348,252.61 were purchased from 
suppliers from which SARS tax clearance certificates were not obtained in contraventionof 
Section 14 of the Preferential Procurement Regulations (8 June 2011) and Section 13(b) of 
the Municipal Supply Chain Management Regulations (GNR 868 30 May 2005). 
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e) Services to the value of R27,023.67 were purchased from a supplier, which constituted a 
deviation from the Preferential Procurement Policy Framework and is in contravention of the 
Municipal Supply Chain Management Regulations (GNR 868 30 May 2005). 


f) Various goods and / or services to the value of R654,299.32 were purchased from 
suppliers that had not completed their declaration of interest in contraventionof Section 13{ c) 
of the Municipal Supply Chain Management Regulations (GNR 868 30 May 2005). 


g) Goods and services to the value of R12,505,787.72 were purchased from a supplier for 
which the bid was not advertised by the municipality for the required timeframe in 
contraventionof Section 18(a) of the Municipal Supply Chain ManagementRegulations(GNR 
868 30 May 2005). 

The irregular expenditure will be investigated and presented to council for decision on 
recovery or write-off in tbe 2016/17 financial year. 


35.3.5 Councillor medical aid contribution exceeding tbe upper limit for tbe 2010/11 year 

19 541 

19 541 

The irregular expenditure relates to the medical aid contributions for a councillor that 
exceeded the monthly upper limit as stipulated per the Government Gazette of 10 December 

2010. The irregular expenditurewill be investigated and presented to council for decision on 
recovery or write-off in tbe 2016/17 financial year. 



35.3.6 Salary increment not in terms of council resolutions for tbe 2010/11 year 

71 562 

71 562 

The irregular expenditurerelates to salary increments paid to section 57 managers that do not 
agree to salary increment approvals as per council resolutions. The irregular expenditurewill 
be investigated and presented to council for decision on recovery or write-off in tbe 2016/17 
financial year. 



35.3.7 Non-compliance with PPFA for tbe 2010/11 year 

3 629 306 

3 629 306 

The irregular expenditurerelates to non-compliancewith the PPPFA section 2(1)( e) and (f) in 
the awarding of a tender to Thembaniti Business Enterprise cc. The irregular expenditurewill 
be investigated and presented to council for decision on recovery or write-off in tbe 2016/17 
financial year. 



35.3.8 Non-compliance with Municipal Supply Chain Management Regulations in tbe 
appointment of Erante Konsultante for the 2010/11 year 

5 280 068 

5 280 068 

The irregular expenditure relates to non-compliance with the Municipal Supply Chain 
Management Regulations in the awarding of a tender to Erante Konsultante. The irregular 
expenditurewill be investigated and presented to council for decision on recovery or write-off 
in the 2016/17 financial year. 



35.3.9 Non-compliance with Municipal Supply Chain Management Regulations in the 
appointment of Fynbosland 435 BK for the 2010/11 year 

2 607 140 

2 607 140 


The irregular expenditure relates to non-compliance with the Municipal Supply Chain 
Management Regulations in the awarding of a tender to Fynbosland 435 BK. The irregular 
expenditurewill be investigated and presented to council for decision on recovery or write-off 
in the 2016/17 financial year. 
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35.3.10 Non-compliance with Municipal Supply Chain Management Regulations in the 
appointment of Geontsi Consulting Engineers for the 2010/11 year 

2 142 425 

2 142 425 

The irregular expenditure relates to non-compliance with the Municipal Supply Chain 
ManagementRegulationsin the awarding of a tender to Geontsi Consulting Engineers. The 
irregular expenditurewill be investigated and presented to council for decision on recovery or 
write-off in tbe 2016/17 financial year. 



35.3.11 Non-compliance with Municipal Supply Chain Management Regulations in the 
appointment of Worley Parsons RSA (Pty) Ltd formerly Kwezi V3 Engineers (Pty) Ltd for the 
2010/11 year 

1 665 198 

1 665 198 

The irregular expenditure relates to non-compliance with the Municipal Supply Chain 
Management Regulations in the awarding of a tender to Worley Parsons RSA (Pty) Ltd 
formerly Kwezi V3 Engineers (Pty) Ltd. The irregular expenditurewill be investigated and 
presented to council for decision on recovery or write-off in the 2016/17 financial year. 



35.3.12 Non-compliance with Municipal Supply Chain Management Regulations in the 
appointment of Maximum Profit Recovery (Pty) Ltd for the 2010/11 year 

321 557 

321 557 

The irregular expenditure relates to non-compliance with the Municipal Supply Chain 
ManagementRegulations in the awarding of a tender to Maximum Profit Recovery (Pty) Ltd. 

The irregular expenditure will be investigated and presented to council for decision on 
recovery or write-off in tbe 2016/17 financial year. 



35.3.13 Non-compliance with Municipal Supply Chain Management Regulations in the 
appointment of Pandel Consulting for the 2010/11 year 

3 512 071 

3 512 071 

The irregular expenditure relates to non-compliance with the Municipal Supply Chain 
ManagementRegulations in the awarding of a tender to Pandell Consulting. The irregular 
expenditurewill be investigated and presented to council for decision on recovery or write-off 
in the 2016/17 financial year. 



35.3.14 Non-compliance with Municipal Supply Chain Management Regulations in the 
appointment of Matlala for the 2010/11 year 

2 010 

2 010 

The irregular expenditure relates to non-compliance with the Municipal Supply Chain 
Management Regulations in the awarding of a tender to Matlala. The irregular expenditure ' 
be investigated and presented to council for decision on recovery or write-off in tbe 2016/17 
financial year. 



35.3.15 Non-compliance with Municipal Supply Chain Management Regulations in the 
appointment of Phepafatso for the 2010/11 year 

3 000 

3 000 

The irregular expenditure relates to non-compliance with the Municipal Supply Chain 
Management Regulations in the awarding of a tender to Phepafatso. The irregular 
expenditurewill be investigated and presented to council for decision on recovery or write-off 
in the 2016/17 financial year. 



35.3.16 Non-compliance with Municipal Supply Chain Management Regulations in the 
appointment of Yanks Logistics for the 2010/11 year 

4 780 

4 780 


The irregular expenditure relates to non-compliance with the Municipal Supply Chain 
Management Regulations in the awarding of a tender to Yanks Logistics. The irregular 
expenditurewill be investigated and presented to council for decision on recovery or write-off 
in the 2016/17 financial year. 
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35.3.17 Non-compliance with MSA Section 54A (2a) with regards to the appointment of 
acting executive managers for the 2013/14 year 

191 630 

191 630 


The appointment period of two acting executive managers exceeded the maximum allowed 
period in terms of the MSA Section 54A (2a). The irregular expenditurewill be investigated 
and presented to council for decision on recovery or write-off in the 2016/17 financial year. 


35.3.18 Procurement not in line with SCM for the 2014/15 year 1592 099 1592 099 

The following irregular expenditure relates to procurement in the 2014/15 financial year not in 
line with SCM Regulations: 

a) Various goods and/ or services to the value of R33,950.00 were purchased from suppliers 
in which persons in the service of state institutions have an interest in contravention of 
Section 44 of the Municipal Supply Chain Management Regulations (GNR 868 30 May 2005). 


b) Various goods and / or services to the value of R986,100.00 were purchased from 
suppliers in which spouses, partners and associates of persons in the service of the 
municipality have an interest, but did not declare the connection and / or interest. This is in 
contraventionof Section 13(c) of the Municipal Supply Chain ManagementRegulations(GNR 
868 30 May 2005) and Section 5(1) of the Municipal Systems Act (Act 23 of 2000 Schedule 
2 ). 

c) Various goods and / or services to the value of R572,048.70 were purchased from 
suppliers whose municipal rates and taxes were in arrears, which is in contravention of 
Section 28 and section 38 of the Municipal Supply Chain Management Regulations (GNR 
868 30 May 2005). 

The irregular expenditure will be investigated and presented to council for decision on 
recovery or write-off in the 2016/17 financial year. 


35.3.19 Non-compliance with MFMA Circular 62 in the extention of contracts for the 2014/15 

year 848 776 848 776 

The irregular expenditurerelates to non-compliance with MFMA Circular 62 in the extentionof 
contracts that exceed the threshold of variations as set out. The irregular expenditurewill be 
investigated and presented to council for decision on recovery or write-off in the 2016/17 
financial year. 
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35.3.20 Procurement not in line with SCM for the 2015/16 year 2 218 402 


The following irregular expenditure relates to procurement in the 2015/16 financial year not in 
line with SCM Regulations: 

a) Accommodation to the value of R147,300 were purchased from Repa Guesthouse for 
accommodation for officials and councillors in Kimberley to attend the municipal games. It 
was impractical to follow advertise for the service and three quotations were obtained instead. 


b) Printing services of monthly debtor statements to the value of R440,405 were purchased 
from Lithotech Sales Bloemfontein. As the municipal printing equipment could not be 
repaired on time, the printing services were acquired as an emergency. Delay in the printing 
of the debtor statements would have serious consequences in terms of cashflow. 


c) Road building material to the value of R399,300 were purchased from Loojwa Civil 
Construction and Work in which spouses, partners and associates of persons in the service 
of the municipality have an interest, but did not declare the connection and / or interest. This 
is in contravention of Section 13(c) of the Municipal Supply Chain ManagementRegulations 
(GNR 868 30 May 2005) and Section 5(1) of the Municipal Systems Act (Act 23 of 2000 
Schedule 2). 

d) Financial consulting services to the value of Rl, 231, 397 were acquired from a firm of 
professional accountants. Members of the firm were previouslyemployedby the municipality 
and therefore have a thorough understanding and knowledge of the municipal internal 
controls, procedures and systems. Due to the importance of the management of the 
municipal finances and the audit outcome it would therefore not make sense to follow normal 
SCM processes. 

The irregular expenditure will be investigated and presented to council for decision on 
recovery or write-off in tbe 2016/17 financial year. 


35.3.21 Non-compliance with MFMA Circular 62 in the extention of contracts for the 2015/16 

year 944 655 


a) The contract of Moedi Consulting Engineers (Pty) Ltd was extendeddue to additionalwork 
that was required. An amount of R944,655 for the additionalwork paid was not in terms of 
MFMA Circular 62 as it exceeds the threshold of variations as set out. 


The irregular expenditure will be investigated and presented to council for decision on 
recovery or write-off in tbe 2016/17 financial year. 

i) No further material losses or material irregular or fruitless and wasteful expenditures or 
material unauthorized expenditure had occurred during the financial year. 


ii) No criminal or disciplinary steps were taken as a result of losses from the above, 
ill) No material losses have been recovered or written-off. 


145 Of 188 


NALEDI LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 



2016 

2015 


R 

R 

36. ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE 



MANAGEMENT ACT 



36.1 Contributions to oroanised local oovernment: SALGA NW 



Opening balance 

524 692 

145 476 

Council subscriptions 

1 660 313 

1 258 741 

Other services 

11 156 

- 

Amount paid - current year 

- 

-734 049 

Amount paid - previous year 

- 

-145 476 

Balance overpaid (included in debtors) 

2 196 162 

524 692 

36.2 Audit fees 



Opening balance 

1 391 518 

1 610 316 

Current year audit fees 

2 908 070 

2 142 399 

Amount paid - current year 

-2 765 711 

-750 880 

Amount paid - previous year 

-1 391 518 

-1 610 316 

Balance unpaid (included in creditors) 

142 359 

1 391 518 

36.3 VAT 



VAT inputs receivables and VAT outputs receivables are shown in 

Note 5. All VAT returns have been submitted. 

24 673 984 

20 183 161 

36.4 PAYE and UIF 



Opening balance 

1 552 120 

1 206 817 

Current year payroll deductions 

19 433 845 

17 023 847 

Amount paid - current year 

-17 851 764 

-15 471 727 

Amount paid - previous year 

-1 552 120 

-1 206 817 

Balance unpaid (included in debtors) 

1 582 080 

1 552 120 

The balance carried forward respresents over-payments made to SARS 
(under-payment in previous year). 



36.5 Pension and medical aid deductions 



Opening balance 

3 953 523 

2 167 074 

Current year payroll deductions and council contributions 

31 917 658 

29 132 743 

Amount paid - current year 

-27 484 183 

-25 179 220 

Amount paid - previous year 

-3 953 523 

-2 167 074 

Balance unpaid (included in debtors) 

4 433 475 

3 953 523 


The balance carried forward respresents over-payments made to 
Pension and Medical Aids (under-payment in previous year). 
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36.6 Councillors' arrear consumer accounts 



The following sundry debtor balances were outstanding for more than 

90 days from councillors: 




Outstanding < 90 

Outstanding > 90 


days 

days 

Total 


As at 30 June 2016 

Cllr. S.T. Modise 

101 

319 

420 

Cllr. N.G. Mathiba 

- 

- 

- 

Cllr. C.J. Groep 

- 

- 

- 

Cllr. E.K. Moroka 

803 

- 

803 

Cllr. H.L. Pretorius 

2 131 

- 

2 131 

Cllr. K.K. Kgajane 

1 196 

46 289 

47 485 

Cllr. D.P. Matobo 

1 196 

33 447 

34 643 

Cllr. J.A. Adonis 

1 906 

- 

1 906 

Cllr. P.K. Molol 

- 

- 

- 

Cllr. A.N. Bareng 

2 001 

8 289 

10 290 

Cllr. G.A. Coetzee 

3 272 

11 255 

14 527 

Cllr. D.T. Mogale 

14 

26 

40 

Cllr. S.B. Kgodumo 

- 

- 

- 

Cllr. A. Lekgetho 

1 659 

6 728 

8 387 

Cllr. M.J. Nchochoba 

1 196 

35 052 

36 248 

Cllr. E.G. Ramorogadi 

- 

1 

1 

Cllr. E.P. Renoster 

1 262 

4 177 

5 440 

Cllr. N.R. Thekiso 

- 

- 

- 

Total Councillor Arrear Consumer Accounts 

16 739 

145 582 

162 321 

As at 30 June 2015 

Cllr. S.T. Modise 

64 

- 

64 

Cllr. N.G. Mathiba 

617 

- 

617 

Cllr. C.J. Groep 

- 

- 

- 

Cllr. E.K. Moroka 

209 

- 

209 

Cllr. H.L. Pretorius 

3 330 

- 

3 330 

Cllr. K.K. Kgajane 

1 142 

43 130 

44 272 

Cllr. D.P. Matobo 

1 142 

34 582 

35 724 

Cllr. J.A. Adonis 

1 831 

- 

1 831 

Cllr. P.K. Molol 

3 350 

16 783 

20 133 

Cllr. A.N. Bareng 

1 198 

823 

2 021 

Cllr. G.A. Coetzee 

4 566 

- 

4 566 

Cllr. D.T. Mogale 

5 

- 

5 

Cllr. S.B. Kgodumo 

- 

- 

- 

Cllr. A. Lekgetho 

2 534 

15 376 

17 910 

Cllr. M.J. Nchochoba 

1 210 

30 499 

31 709 

Cllr. E.G. Ramorogadi 

920 

1 

921 

Cllr. E.P. Renoster 

1 257 

924 

2 181 

Cllr. N.R. Thekiso 

973 

- 

973 

Total Councillor Arrear Consumer Accounts 

24 348 

142 118 

166 466 
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36.7 Non-compliance with Chapter IT of tlie Municipal Finance 
Management Act 

Non-compliance due to contravention of the Supply Chain 
Management Regulations stipulated in Chapter 11 ot the MFMA has 


been disclosed in note 35.3. 59 364 487 56 201 430 


36.8 Summary of investments (call accounts) 


Cash book balance 



at beginning of 

Cash book balance 

Description 

year 

R 

at end of year 

R 

FIXED DEPOSIT - FNB - 70416038010 - GENERAL 

8 041 

8 000 

FIXED DEPOSIT - FNB - 70416052060 - GENERAL 

7 900 

7 900 

CALL ACCOUNT - FNB - 624 0111 9856 - FMG 

1032 

5 289 

CALL ACCOUNT - FNB - 624 0112 1364 - MIG 

9 433 

16 381 593 

CALL ACCOUNT - FNB - 624 0112 3344 - EPWP 

1 016 

1 704 

CALL ACCOUNT - FNB - 624 0112 3625 - LIBRARY FUNDS 

1 012 

1832 

CALL ACCOUNT - FNB - 624 0112 2255 - MSIG 

1039 

6 558 

CALL ACCOUNT - FNB - 624 0112 2908 - INEP 

1 019 

1898 

CALL ACCOUNT - FNB - 624 0112 3964 - EQUITABLE SHARE 

1089 

1 174 

CALL ACCOUNT - FNB - 624 0112 4235 - LGSETA 

1 014 

1068 

CALL ACCOUNT - FNB - 624 0112 4805 - NEW LANDFILL SITE 

1 015 

1069 

CALL ACCOUNT - FNB - 624 0112 5142 - PPE 

1023 

1 077 

CALL ACCOUNT - FNB - 624 2143 5951 - DISTRICT GRANT 

1 021 

1076 

CALL ACCOUNT - FNB - 624 2092 5549 - SMART METER PROJECT 

1 810 

81 713 

CALL ACCOUNT - FNB- 624 3538 9342 - PRODIBA 

4 067 

4 287 


41 530 

16 506 239 

36.9 Deviation from and ratification of minor breaches of 



procurement processes 



Deviation from procurement processes had taken place and these 
minor breaches were ratified during the year. 

4 519 045 

6 069 320 


No further deviation from and ratification of minor breaches of procurement processes had 
taken piace during the year. 
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24 388 247 

23 603 909 

24 388 247 

23 603 909 

56 288 000 

36 363 000 

56 288 000 

36 363 000 


80 676 247 

59 966 909 


77 806 787 

54 129 968 

2 869 459 

5 836 940 


37. CAPITAL COMMITMENTS 

37.1 Commitments in respect of capital expenditure 

- Approved and contracted for 

Property, plant and equipment 

- Approved but not yet contracted for 

Property, plant and equipment 

Total 

This expenditure will be financed from: 

- External loans 

- Government grants 

- Own resources 

Total 


80 676 247 


59 966 909 


37.2 Commitments in respect of operating expenditure 


- Approved and contracted for 

Operational expenditure 

- Approved but not yet contracted for 

Operational expenditure 

Total 


23 493 375 

3 795 635 

23 493 375 

3 795 635 

. 

. 

- 

- 


23 493 375 

3 795 635 


This expenditure will be financed from: 

- Government grants 

- Own resources 


Total 23 493 375 3 795 635 


2 716 886 

2 379 068 

20 776 488 

1 416 567 


37.2.1 Commitments for periods longer than 12 months 

Provision of short-term insurance 

The municipality is committed to the short-term insurance contract for a period of 3 years. 


Provision of valuation roll 

The municipality is committed to the valuation roll contract for a period of 5 years (1 year for 
compilation and 4 years for supplementary valuation rolls). 

Provision of electrical materials 

The municipality is committed to the provision and supply of electricial materials contract for a 
period of 3 years. 

Provision of security services 

The municipality is committed to the provision of security services contract for a period of 3 
years. 

Provision of chemicals 

The municipality is committed to the provision and supply of chemicals contract for a period of 
3 years. 

Provision of concrete manhole rings 

The municipality is committed to the provision and supply of concrete manhole rings contract 
for a period of 3 years. 
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Provision of PVC pipes 

The municipality is committed to the provision and supply of PVC pipes contract for a period 
of 3 years. 


Provision of heavy duty steel rods 

The municipality is committed to the provisionand supply of heavyduty steel rods contract for 
a period of 3 years. 


Provision of landfill compacting services 

The municipality is committed to the provision of landfill compacting services contract for a 
period of 3 years. 


38. EVENTS AFTER THE REPORTING DATE 

No material litigation is outstanding against the Municipality and no other post balance events 
have occurred after year-end and up to the date of the completion of these financial 
statements. 

39. RETIREMENT BENEFIT INFORMATION 
39.1 Definded contribution plan 

An amount of R13,833,431 (R12,838,418 - 2015) was contributed by Council in respect of 
Councillors and employeesretirementfunding. These contributions have been expensedand 
are included in employee related costs for the year. 
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40. CONTINGENT LIABILITIES 

Various legal matters 

40.1 NALEDI LOCAL MUNICIPALITY / MAXIMUM PROFIT RECOVERY [PTY] LTD 


This is a ciaim brought by Maximum Profit Recovery (Pty) Ltd for VAT recovery services rendered 
for which there are outstanding ciaims that the municipaiity had aiiegediy not yet paid for. The 
Naiedi Locai Municipaiity is at risk. The Plaintiff issued summons against the Naiedi Locai 
Municipaiity for services rendered. We fiied a notice in terms of Rule 30 of an irregular step. We 
are awaiting a trial date to argue about the Plaintiff’s irregular step. The Municipality is at risk for 
the amount of R897,417.58 plus costs and interest. 

40.2 NALEDI LOCAL MUNICIPALITY AND TORO YA AFRICA / KHASU ENGINEERING 


In this matter the applicant Khasu Engineering [Pty] Ltd. brought an application against Naiedi 
Local Municipality as well as Toro Ya Africa. The applicant as such was opposed herein. Our 
opponents did not proceed with the application as they as they are at liberty to proceed and there 
is nothing for us to win herein, we did not proceed further. We are of opinion that the applicant, to 
wit Khasu Engineering [Pty] Ltd. is insolvent and cannot pay its debt. It will have no effect on us 
to proceed and try and finalise this matter and also get a cost order against them. The estimated 
legal costs are an amount of ±R61,000.00. The possible exposure could not be determined. As 
the opponents have not as yet issued summons, the amount, timing and outflow is uncertain, but 
not remote. 

40.3 NALEDI LOCAL MUNICIPALITY / GH GALENG AND KN COLANE 

The municipality allegedly laid false charges against the individuals for which GH Galeng and KN 
Colane had issued a summons on 20 December 2006. The claim relates to the period prior to 30 
June 2011. We are of opinion that the they will not proceed with the matter and the risk is very 
low. The Municipality is at risk for the amount of Rl, 930, 000. 


40.4 POST-EMPLOYMENT MEDICAL AID 

Due to the difficulty in joining a medical aid fund when nearing retirement, 20% of employees are 
currently not on a company subsidised medical plan and are likely to join one such medical plan 
before retirement. This will result in a possible contingent liability for the current year 
Rl,499,366.40 (20% X 224 X R2,789 X 12) of and for the prior year of Rl,548, 146.40 (20% x 239 x 
R2,699 x 12). 
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41. CONTINGENT ASSETS 

Various legal matters 

41.1 NALEDI LOCAL MUNICIPALITY I QUICK SPARX 

We confirm that we have consulted with Advocate Nice Jagga in the abovementioned matter. We 
furthermore confirm that we have consulted with SizweNtsalubaGobodo Incorporated Forensic 
Auditors. In respect of Quick Sparx it was agreed between ourselves and the Forensic Auditors to 
obtain an asset forfeiture order in the High Court against Quick Sparx. As soon as the order has 
been obtained and Quick Sparx assets has been seized and frozen, we will asses the value of the 
assets seized and frozen, before we proceed to issue summons against Quick Sparx for the 
amount of R600,000. It is our thinking that issuing summons before a forfeiture order is obtained 
will simply alert the sole member of Quick Sparx and her husband, which may result in them 
hiding their assets. We were also instructed to recover the amount of R342,000.00 in respect of 
two transformers that were installed at the Vryburg Abattoir. We have engaged Vryburg Abattoir 
and they were of the opinion that the replacement of the transformers is the financial responsibility 
of Naledi Local Municipality. The estimated legal costs are an amount of ±R150,000.00. We 
expect that this matter will be handled in future and we believe that our claim is not remote. 


42. RELATED PARTIES 

42.1 Members of key management 

MT Segapo 
DM Thornhill 
C Malefo 
T Appolus 
L Moinwe 


No related party transactions occurred between the municipality and it's key management. 
Compensation to councillors and other key management (refer to noM and 22). 
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43. KEY SOURCES OF ESTIMATION UNCERTAINTY AND 
JUDGEMENTS 

The following areas involve a significant degree of estimation 
uncertainty: 

43.1 Impairment of receivables 

Management has an accounting policy in place to provide for the impairment of bad debts. 
Tbe policy requires individual assessment of long outstanding debtors. 


The carrying value of the impairment for bad debt is: 

244 733 883 

211 245 308 

The impairment provided for in the Statement of financial peformance 
is: 

41 050 411 

30 068 238 

The following amount of bad debts were written off and was approved 
by management and condoned by council (and is included in the 
amount as per Statement of financial performance) 

10 223 813 

21 240 846 

43.2 The useful lives and residual values of propertv, plant, and 

eauipment 



In accordance with GRAP 17.61 the municipality implementedan accounting policy to ensure 
that the useful life of other assets are reviewed at least at each reporting date. The residual 
value of motor vehicles and machinery and equipment are reviewed at each reporting date. 

The residual value of land and buildings, infrastructure, community assets, heritage assets 
and other assets have been assessed at zero as the economic life of the assets are more 

than the useful life. 



The carrying value of assets at year end, subject to the annual review 
is: 

764 305 144 

738 662 119 

43.3 Provision for rehabilitation of landfill site 



The provision has been estimated at the current estimated costs to rehabilitate the landfill 
sites. An average inflation rate of 6.23% as per MFMA Circular 79 and a discount rate of 

9.02 % / 9.39 % as per the R186 / R 213 Government Bond rate was used to calculate the 
obligation at year-end. 



The closing balance of the provision is: 

Current Provision 

7 119 476 

6 842 106 

Non-current Provision 

4 841 373 

4 448 730 


43.4 Provision for long service award 

Tbe actuarial assumptions used to determine tbe liability in terms of GRAP 25 are based on 
tbe best estimate of tbe actuary in consultation with tbe Employer and tbeir auditors. Tbe 
assumptions are used to place a value on tbe liabilities. They will not impact on tbe actual cost 
of tbe benefits wbicb can only be determined once tbe last benefit bas been paid, but they will 
impact on bow tbe costs are recognised over time. Should tbe assumption prove to be too 
conservative or too liberal then actuarial gains or losses will emerge. 


Discount rate assumption 

The discount rate reflects the estimated timing of benefit payments. In practice, an entity ofti 
achieves this by applying a single weighted average discount rate that reflects the estimated 
timing and amount of benefit payments and the currency in which the benefits are to be paid. 
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The discount rate that reflects the time value of money is best approximated by reference to 
market yields at the reporting date on government bonds. We have determined the estimated 
duration of the liabilities on a time-weighted cash flow basis to be in the order of 8 years as at 
30 June 2016 (based on the valuationdata provided). We therefore used a nominal bond with 
a term of 8 years to determine the appropriate discount rate. The resultant discount rate was 
8.89%. 


Future inflation assumption 

The general inflation assumption is used to estimate the base rate for determining the rate at 
which the future salaries will increase. 


The assumed rate of inflation was derived from the differential between the market yield on 
the long-term index linked bond with a term of 8 years and those of a nominal bond of a 
similar term and allowing for an inflation risk premium of 0.5% per annum. The implied 
inflation assumption is therefore 6,52% per annum for future inflation. 


We assumed that salary inflation will exceed general inflation by 1.0% per annum, i.e. 7,52% 
p.a. In addition we have assumed that salaries will increase according to the following merit 
scale. 


Age 

Merit increase 

20 - 24 

5% 

25 - 29 

4% 

30 - 34 

3% 

35 - 39 

2% 

40 - 44 

1% 

45+ 

0% 


Assets 


The Entity does not have any specific assets set aside to prefund for this liability. We have 
therefore not included any asset value in this report 

Net discount rate 

Even though the actual values used for the discount rate and the expected increase in 
salaries are important, the “gap” between the two assumptions is more important. This “gap” 
is referred to as the net discount rate. The net discount rate is 1.27% per annum. (Derived 
from a discount rate of 8.89% and the expected salary inflation rate of 7,52%) 


Demographic valuation assumptions 

We have assumed that the pre-retirement mortality will be in line with the SA85-90(Light) 
table, rated down by 3 years for females, wbicb is a table reflecting mortality experience in 
South Africa. This assumption is in line with the previous assumption used. 
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Demographic valuation assumptions 


We have provided for rates of withdrawal in the valuation as follows: 


Age 

Withdrawal Rate 

20 

16% 

25 

12% 

30 

10% 

35 

8% 

40 

6% 

45 

4% 

50 

2% 

55+ 

0% 


Assumed retirement age 

The normal retirement age is 65. We have retained the assumed retirement age of 63 for all 
employees which implicitly allows for some early retirement and is consistent with 
assumptions used for valuing other liabilities of the Entity. It should however be noted that by 
assuming a normal retirement age of 63 there is an implicit assumption that service stops 
accruing at age 63 

The closing balance of the provision is: 

Current Provision 1 158 274 1 060 631 

Non-current Provision 9 500 333 7 927 669 


43.5 Provision for continued medical aid 

Tbe actuarial assumptions used to determine the liability in terms of GRAP 25 are based on 
tbe best estimate of the actuary in consultation with the Employer and their auditors. The 
assumptions are used to place a value on the liabilities. They will not impact on the actual cost 
of the benefits which can only be determined once tbe last benefit bas been paid, but they will 
impact on bow the costs are recognised over time. Should the assumption prove to be too 
conservative or too liberal then actuarial gains or losses will emerge. 


Discount rate assumption 

The discount rate reflects the estimated timing of benefit payments. In practice, an Entity 
often achieves this by applying a single weighted average discount rate that reflects the 
estimated timing and amount of benefit payments and the currency in which the benefits are 
to be paid. 

The discount rate that reflects the time value of money is best approximated by reference to 
market yields at the reporting date on governmentbonds. We have used the average nominal 
yield curve for bonds with duration of between 15 and 20 years as at 30 June 2016. The 
resultant discount rate was 9.74%. 

Future inflation assumption 

The general inflation assumption is used to estimate the base rate for determining the rate at 
which the future salaries will increase. 

We have used the difference between nominal and real bonds with duration of between 15 
and 20 years and allowed for a 0.5% inflation risk premium. The implied inflation assumption 
is therefore 7,26% per annum. 

The general inflation assumption is used to estimate the base rate for determining the rate at 
which the future health care subsidies will increase. 

South Africa has experienced high health care cost inflation in recent years and our 
assumption is that health care cost will exceed general inflation by about 1.5% per annum. 
The Health care cost inflation rate was therefore set at 8,76% per annum. 
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Assets 

The Management of the Entity has indicated that there are currently no long-term on-balance 
sheet assets set aside in respect of the post-retirement Health Care liabilities. 

Net discount rate 

Even though the actual values used for the discount rate and the expected increase in 
medical inflation are important, the “gap” between the two assumptions is more important. 
This “gap" is referred to as the net discount rate. The net discount rate is 0.90% per annum 
(derived from a discount rate of 9.74% and the expected medical inflation rate of 8,76%). 


Demographic vaiuation assumptions 

We have assumed that the pre-retirement mortality will be in line with the SA85-90(Light) 
table, rated down by 3 years for females, wbicb is a table reflecting mortality experience in 
South Africa. This assumption is in line with the previous assumption used. We have based 
the post-retirement mortality assumptions on the PA (90) mortality tables rated down by 1 
year. 


Demographic vaiuation assumptions 


We have provided for rates of withdrawal in the valuation as follows: 


Age 

Withdrawal Rate 

20 

16% 

30 

10% 

40 

6% 

50 

2% 

55+ 

nil 


Assumed retirement age 


Normal retirement age for the Municipality is 65 years. We have assumed that employeeswill 
retire at age 63, which implicitly allows for the expected rates of early retirement. 


Continuation of membership and family profile 

We assumed 80% of In Service Employees on a health care arrangement will be married at 
retirement. Males were assumed to be three years older than their female spouses. The data 
provided in respect of the Continuation Members indicated the presence/absence of an adult 
dependent and provided the actual birth dates of spouses. The actual adult dependent data in 
respect of Continuation Members was therefore used. Employees were assumed to have no 
dependent children after retirement. Dependent adults were assumed to be covered for their 
life. It was assumed 100% of the In Service Employeeswill remain on the Entity’s health care 
arrangementshould they stay until retirement. It was further assumed that 20% of the current 
eligible In Service Non- Members will be on an Entity-sponsored medical aid scheme at 
retirement and will be eligible for the subsidy. It was further assumed that the subsidy will be 
at the average of the current Members. 

It was assumed that Employees retiring will remain on the current plan and option at 
retirement as well as on the same income category after retirement. 


The closing balance of the provision is: 

Current Provision 1 211 874 1 078 647 

Non-current Provision 53 857 352 48 455 125 
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44. RISK MANAGEMENT 



The activities of the municipality expose it to a variety of financial risks, 
including market risk (comprising Currency risk, fair value interest rate 
risk, cash flow interest rate risk and price risk), credit risk and liquidity 
risk. The municipality's overall risk management programme focuses 
on the unpredictability of financial markets and seeks to minimise 
potential adverse effects on the municipality's financial performance. 



44.1 Maximum credit risk exposure 



Credit risk consists mainly of cash deposits, cash equivalents and trade 
debtors. The municipality only deposits cash with major banks with high 
quality credit standing and limits exposure to any one counter-party. 



Trade receivables comprise a widespread customer base. Management 
evaluates credit risk relating to customers on an ongoing basis. If 
customers are independently rated, these ratings are used. Otherwise, 
if there is no independent rating, risk control assesses the credit quality 
of the customer, taking into account its financial position, past 
experience and other factors. Individual risk limits are set based on 
internal or external ratings in accordance with limits set by the board. 

The utilisation of credit limits is regularly monitored. Sales to retail 
customers are settled in cash or using major credit cards. Credit 
guarantee insurance is purchased when deemed appropriate 



Financial assets exposed to credit risk at year end were as follows: 

Current Account (Primary Bank Account) - FNB Acc nr: 54160030382 

1 847 782 

944 121 

Current Account (Other Account) - ABSA Acc nr: 4070282707 

214 911 

259 152 

Other short-term investments 

16 506 239 

41 530 

Trade and other receivables 

29 943 087 

34 163 084 


These balances represent the maximum exposure to credit risk. 

44.2 Liquidity risk 

The municipality's risk to liquidity is a result of the funds available to 
cover future commitments. The municipality manages liquidity risk 
through an ongoing review of future commitments and credit facilities. 

Cash flow forecasts are prepared and adequate utilised borrowing 
facilities are monitored. 

Liquidity risk is mitigated by the fact that consumer debtors have been 
adequately provided for as impaired. 

44.3 Interest rate risk 

The municipality's interest rate risk arises from long-term borrowings. 
Borrowings issued at variable rates expose the municipality to cash 
flow interest rate risk. Borrowings issued at fixed rates expose the 
municipality to fair value interest rate risk. 
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2016 2015 

R R 


44.4 Other price risk 

Potential concentrations of credit risk and interest rate risk consist 
mainly of fixed deposit investments, consumer debtors, other debtors, 
short-term investment deposits and bank and cash balances. 

The municipality limits its counterparty exposures from its money 
market investment operations by only dealing with well-established 
financial institutions of high credit standing. The credit exposure to any 
single counterparty is managed by setting transaction / exposure limits, 
which are included in the municipality's Investment Policy. These limits 
are reviewed annually by the CFO and authorised by the Municipal 
Council. 

Other Receivables are individually evaluated annually at year-end date 
for impairment or discounting. A report on the various categories of 
debtors is drafted to substantiate such evaluation and subsequent 
impairment / discounting, where applicable. 


45. GOING CONCERN ASSUMPTION 

Naledi Local Municipality incurred a net loss of R 43,368,892 during the 
year ended 30 June 2016 and, as of that date, the Municipality's current 
liabilities exceeded its current assets by R 350,945,925. 

Management believes that the Going Concern assumption is 
appropriate, however based on the financial liabilities and background 
we understand that a material uncertainty might exist at year-end. 

Management is however confident that the financial situation of the 
municipality will be turned-around in the next financial year due to the 
following processes and activities implemented to address the Going 
Concern Risk: 

- A financial turnaround strategy was implemeted and approved by 
Council 

- Implementation and adoption of policy and procedure manuals 
affecting the financial statements of the municipality as well as the 
internal controls of the municipality 

- Agreements were reached with the major current and long-term 
creditors to pay off long outstanding debt on a monthly basis 

- Service providers have been appointed to implement electronic water 
and electricity meters, which will assist in resolving the speedier 
collection of consumer debtors 

- As part of the financial turnaround and the new adopted credit control 
policy the municipality is in the process of handing over all debtors 
older than 90 days and this is assisted by the establishment of an 
internal debt collection unit. 
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2016 2015 

R R 


46. COMPARISON WITH THE BUDGET 

The comparison of the Municipality's actual financial performance with 
that budgeted is set out in the Statement of comparison of budget 
and actual amounts and Appendix E. 


47. RESERVES 


47.1 Revaluation reserve 


Balance at beginning of year 

1 697 412 

2 797 286 

Contributions to reserve 

- 

- 

Reversal of reserve 

1 555 408 

-771 169 

Realisation of reserve 

-1 088 591 

-328 704 

Balance at end of year 

2 164 229 

1 697 412 


48. FINANCE LEASE LIABILITY 

48.1 Office equipment 

Minimum lease payments 

Within 1 year 
Within 1 - 5 years 


Minus: Future finance costs 

Present value of minimum lease payments 

Present value of minimum lease payments 

Within 1 year 
Within 1 - 5 years 


The liability is secured by the leased assets. 
Carrying value of leased photocopiers 


It is municipalities policy to lease certain equipment under finance leases. 

The average lease term was 3 years and the average effective borrowing rate was 10 % 
during the reporting period. Payments are made in arrears. 

Interest rates are linked to prime at the contract date. All leases have fixed repayments and 
no arrangements have been entered into for contingent lease payments. Tbe municipality's 
obligations under finance leases are secured by the lessor's charge over the leased assets. 
There were no defaults or breaches and no terms and conditions were re-negotiated during 
the reporting period. The municipality does not have the intention to buy the assets after the 
lease period. The lease agreements do not impose restrictions upon the municipality. 
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467 696 

1 691 307 

467 696 

467 696 

-19 822 

2 159 003 

-209 529 

447 874 

1 949 475 

447 875 

1 499 767 

449 708 

447 875 

1 949 475 

1 531 039 

2 125 995 


NALEDI LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 




Annual 

remuneration 

R 

Performance 

and other 

bonusses 

R 

T ravel 

allowance 

R 

Contributions 
to UIF, 
medical and 
pension 
funds 

R 

Total 

R 

49. 

REMUNERATION TO INDIVIDUAL EXECUTIVE MANAGERS 





30 June 2016 







Technical services director 

968 630 

- 

192 230 

151 181 

1 312 041 


Corporate services director 

939 509 

- 

182 833 

181 491 

1 303 833 


Community services director 

841 232 

- 

162 142 

161 100 

1 164 474 


Total 

2 749 371 

- 

537 205 

493 772 

3 780 348 


30 June 2015 







Technical services director 

916 413 

- 

182 833 

143 868 

1 243 114 


Corporate services director 

883 445 

- 

182 833 

170 372 

1 236 650 


Community services director 

807 362 

- 

154 215 

146 681 

1 108 258 


Total 

2 607 220 


519 881 

460 921 

3 588 022 
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Annual 

remuneration 

R 

Travel 

allowance 

R 

Housing 

allowance 

R 

Telephone 

allowance 

R 

Contributions 
to UIF, 
medical and 
pension funds 

R 

Total 

R 

REMUNERATION TO COUNCILLORS 







30 June 2016 

Mayor 

375 185 

93 797 

232 751 

41 820 

63 513 

807 066 

Speaker 

355 128 

50 098 

147 915 

20 868 

58 842 

632 851 

Chairperson: Finance and Economic Development 

328 983 

47 707 

142 473 

20 868 

54 962 

594 993 

Chairperson: Human Resources, Skills Development and Training 

324 384 

35 634 

142 901 

20 868 

70 571 

594 359 

Chairperson: Infrastructure, Basic Services and Social Development 

326 428 

41 000 

152 118 

20 868 

54 329 

594 744 

Chairperson: Municipal Public Accounts Committee 

134 421 

33 605 

105 028 

20 868 

23 067 

316 990 

Other Councillors 

1 506 033 

224 421 

818 629 

250 416 

220 392 

3 019 891 

Total 

3 350 563 

526 263 

1 741 815 

396 576 

545 677 

6 560 894 

30 June 2015 

Mayor 

325 222 

81 305 

263 184 

41 820 

55 733 

767 264 

Speaker 

342 645 

49 647 

131 107 

20 868 

56 657 

600 924 

Chairperson: Finance and Economic Development 

316 147 

136 809 

40 382 

20 868 

50 283 

564 489 

Chairperson: Human Resources, Skills Development and Training 

308 795 

35 324 

135 463 

20 868 

65 493 

565 943 

Chairperson: Infrastructure, Basic Services and Social Development 

311 969 

40 690 

140 909 

20 868 

51 760 

566 196 

Chairperson: Municipal Public Accounts Committee 

103 707 

25 927 

131 430 

20 868 

18 404 

300 336 

Other Councillors 

1 364 075 

230 474 

784 442 

246 938 

296 697 

2 922 626 

Total 

3 072 560 

600 176 

1 626 917 

393 098 

595 027 

6 287 778 
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Land 

R 


Buildings 

R 


Infrastructure 

R 


Community 

R 


Game / animals 
R 


Other Assets 
R 


Total 

R 


51. PROPERTY, PLANT AND EQUIPMENT - RECONCILIATION OF CARRYING VALUE 

128 054 491 


Carrying values at 1 July 2015 

Cost 

Correction of error (Note 33) 
Revaluation 

Accumulated depreciation 

- Cost 

- Revaluation 


144 964 136 


-16 909 645 


16 909 645 



503 587 679 


620 238 700 


-116 651 021 


116 651 021 




23 671 948.57 


738 662 119 


41 616 604.98 


-17 944 656.41 


17 944 656.41 


932 989 254 


-194 327 135 


194 327 135 


Acquisitions 

Capital under construction 
Increases / decreases in revaluation 
Depreciation 

- based on cost 

- based on revaluation 
Carrying value on disposals 

Cost / revaluation 
Accumulated depreciation 
Impaired losses 
Other movements 


8 244 379 


445 200 


445 200 


-140 022 


-140 022 


393 994 
544 174 


5 011219 


3 382 563 


3 382 563 


281 375 
47 520 366 


21 946 978 


21 946 978 


-1 363 844 


-2 158 528 
794 684 


115 769 


4 113 892 


4 113 892 


620 598 


1 555 408 
1 099 958 


1 099 958 


-212 500 


-212 500 


185 500 


1 842 826.23 


5 578 139.63 


5 578 139.63 


-360 301.82 


-2 099 107.84 
1 738 806.02 


10 484 349 
52 531 585 
1 555 408 
36 566 731 


36 566 731 


-2 076 668 


-4 610 158 
2 533 490 


1 014 592 
729 674 


Carrying values at 30 June 2016 

Cost 

Revaluation 

Accumulated depreciation 

- Cost 

- Revaluation 


135 863 828 


30 467 006 


528 078 598 


45 309 430 


5 009 950 


19 576 333.35 


764 305 144 


153 612 667 


53 668 615 


665 881 913 


73 046 686 


6 109 908 


41 360 323.37 


993 680 112 


-17 748 839 
17 748 839 


-23 201 610 
23 201 610 


-137 803 315 
137 803 315 


-27 737 256 
27 737 256 


-1 099 958 
1 099 958 


-21 783 990.02 
21 783 990.02 


-229 374 968 
229 374 968 


Refer to Appendix E for more detail on property, plant and equipmen 

Acquisitions for the year contains Infrastructure projects and moveable assets to the value of 
R8, 257, 154.86 (R29,907,854 - 2015) transferred to the municipality by the District Municipality, 

NW Department of Roads, Department of Environmental Affairs and local businesses as disclosed 
per Note 20. 
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Land 


Buildings 


Infrastructure 


Community 


Game / animals Other Assets 


Total 


R 


R 


R 


R 


R 


R 


R 


RECONCILIATION OF CARRYING VALUE 


Carrying values at 1 July 2014 

Cost 

Correction of error (Note 33) 
Revaluation 

Accumulated depreciation 

- Cost 

- Revaluation 









Acquisitions 

Capital under construction 
Increases / decreases in revaluation 
Depreciation 

- based on cost 

- based on revaluation 
Carrying value on disposals 

Cost / revaluation 
Accumulated depreciation 
Impaired losses 
Other movements 


3 069 989 


89 486 


38 620 413 
32 957 442 


2 164 484 
11 076 836 


2 542 156 
710 470 


46 486 527 
44 744 748 


6 255 440 


3 277 154 


26 488 665 


3 550 438 


-771 169 
786 081 


5 159 344 


-771 169 
45 517 121 


6 255 440 


3 277 154 


26 488 665 


3 550 438 


786 081 


5 159 344 


45 517 121 


-1 450 013 


-292 295 815 


-307 500 


-155 067 


-294 208 395 


-1 450 013 


•369 423 337 
77 127 522 


-307 500 


-921 507 
766 440 


•372 102 357 
77 893 963 


5 316 168 
2 937 575 


589 789 


988 750 


5 905 957 
3 926 325 


Carrying values at 30 June 2015 

Cost 

Revaluation 

Accumulated depreciation 

- Cost 

- Revaluation 


128 054 491 


28 838 349 


503 587 679 


49 928 151 


4 581 500 


23 671 949 


738 662 119 


144 964 136 


48 657 397 


620 238 700 


72 930 917 


5 367 581 


41 616 605 


933 775 335 


-16 909 645 
16 909 645 


-19 819 047 
19 819 047 


-116 651 021 
116 651 021 


-23 002 765 
23 002 765 


-786 081 
786 081 


-17 944 656 
17 944 656 


-195 113 215 
195 113 215 


During the previous year, in accordance with theNW Extraordinary Provincial Gazette No 7368 , 
Volume 2576 of 6 November 2014, roads to the nett value of R289,114,554 were disposed and 
removed from the fixed asset register of the Municipality. 
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52. BORROWINGS - IN DEFAULT 





Carrying value 







Carrying value 

Total 

outstanding 




of loans in 


Interest in arrears 



Capital in arrears 


of loans in 

Loan no 

Loan in default 

Redeemable 

arrears 







arrears 

date 

30 June 2015 

Balance at 30 

June 2015 

Movement 

Balance at 30 

June 2016 

Balance at 30 

June 2015 

Movement 

Balance at 30 

June 2016 

30 June 2016 

30 June 2016 




R 

R 

R 

R 

R 

R 

R 

R 

R 

12885/101 


2005/12/31 

411 

206 

-206 


206 

-206 




13083/101 


2011/12/31 

2 210 518 

1 105 259 

-1 105 259 


1 105 259 

-1 105 259 

- 

- 

- 

13084/101 


2008/12/31 

1 403 708 

701 854 

-701 854 

- 

701 854 

-701 854 

- 

- 

- 

13086/101 


2008/12/31 

4 924 

2 462 

-2 462 

- 

2 462 

-2 462 

- 

- 

- 

13087/101 


2009/12/31 

1 328 319 

664 159 

-664 159 

- 

664 159 

-664 159 

- 

- 

- 

13392/101 


2019/12/31 

1 513 211 

1 012 635 

-1 012 635 

- 

500 577 

-500 577 

- 

- 

- 

13393/101 


2019/12/31 

1 597 575 

1 069 090 

-1 069 090 

- 

528 485 

-528 485 

- 

- 

- 

13604/101 


2020/12/31 

9 995 664 

6 741 616 

-6 741 616 

- 

3 254 048 

-3 254 048 

- 

- 

- 

13604/103 


2025/06/30 

4 648 721 

3 661 575 

-3 661 575 

. 

987 146 

-987 146 

- 


- 

61007375 


2017/07/31 

- 

- 

- 

- 

- 

- 

- 

- 

8 138 049 

61007376 


2022/01/31 

- 

- 

- 


- 

- 

- 

- 

21 020 255 

TOTAL 



22 703 051 

14 958 856 

-14 958 856 

. 

7 744 195 

-7 744 195 

- 

. 

29 158 304 
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53. CHANGE IN ACCOUNTING ESTIMATES 
53.1 Game animals change in useful life 

Depreciable assets game animals remaining useful life has been down rated by 2 years 
during the annual assessment of the remaining useful life of the assets. This is an additional 
year down rating as a result of the severe drought that the Naledi area is currently 
experiencing. This has been done from the beginning of the current period to reflect the actt 
pattern of service potential derived from the assets. The effect on the current period will be an 
increase in the depreciation charge of R293,424.86 for the current period. The effect on 
future periods could not reasonably be determined as the quality of the caring capacity of the 
grazing fields directly impacts the remaining useful life of the game animals. 


Description 

Remaining useful 
life 2015 

Remaining useful 
life 2016 

Change in useful 
life 

Blesbuck 

6 

4 

-2 

Gemsbuck 

8 

6 

-2 

Red Hartebeest 

8 

6 

-2 

Blue Wildebeest 

10 

8 

-2 

Impala 

4 

2 

-2 

Springbuck 

3 

1 

-2 

Eland 

6 

4 

-2 

Waterbuck 

6 

4 

-2 

Rhinoceros 

18 

16 

-2 

Buffalo 

8 

6 

-2 

Ostrich 

8 

6 

-2 

Zebra 

3 

1 

-2 

Warthog 

6 

4 

-2 
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2016 2015 

R R 


54. REVENUE FORGONE 

54.1 Commercial sewerage points 

During the 2015/16 financial year, the Municipality undertook a comprehensive commercial 
sewerage point verification exercise. The differences identifies were adjusted on the debtors 
sub-ledger prospectively and not retrospectively. Tbe prospective adjustment on tbe debtors 
sub-ledger updated tbe number of sewerage points to tbe correct points identified. 
Management decided on a prospective adjustment of tbe sewerage point correction as to 
correspond to tbe period that the sewerage points were identified. 


During the comprehensive commercial sewerage point verification exercise followed, no 
potential fraudulent transactions were noted. In our inter-actions with officials and consumers 
and subsequent queries on tbe changed sewerage points no suspicion of fraud was raised by 
any parties involved. Managementtberefore does not suspect fraud in this case and believes 
that it was a simple oversight error. 


Tbe Municipality does not intend to retrospectivelycorrect or collect tbe commercial sewerage 
points identified in tbe verification exercise as it resulted from a Municipal oversight error. 
The retrospective revenue forgone is disclosed as follows: 


Balance brought forward 
Revenue forgone current year 


Balance carried forward 4 356 864 3 313 542 


54.2 Huhudi schools sewerage tariffs 



During the 2015/16 financial year, the Municipality identified a difference in approved tariff 
listing and the tariffs actually billed for Huhudi Schools on the debtors sub-ledger.. 



The Municipality does not intend to retrospectivelycorrect or collect the Huhudi Schools tariff 
difference charged for sewerage points. The tariffs charged will be prospectively corrected 
on the debtors sub-ledger. The retrospective revenue forgone is disclosed as follows: 



Balance brought forward 



Revenue forgone current year 

357 418 

- 

Balance carried forward 

357 418 

- 
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3 313 542 1 606 812 

1 043 322 1 706 730 


NALEDI LOCAL MUNICIPALITY 
APPENDIX A 

SCHEDULE OF EXTERNAL LOANS AS AT 30 JUNE 2016 



Loan number 

Interest 

rate 

Balance at 30 

June 2015 

Received 
during the 
period 

Interest 

Capitalised 

Redeemed / 
written off 
during the 
period 

Other 

movements 

Balance at 30 

June 2016 




R 

R 

R 

R 

R 

R 

GOVERNMENT LOANS 

Development Bank of South Africa 

12885/101 

9.5% 

411 



-411 



Development Bank of South Africa 

13083/101 

15.5% 

2 210 518 

- 

- 

- 

-2 210 518 

- 

Development Bank of South Africa 

13084/101 

15.5% 

1 403 708 

- 

- 

- 

-1 403 708 

- 

Development Bank of South Africa 

13086/101 

15.5% 

4 924 

- 

- 

-4 924 

- 

- 

Development Bank of South Africa 

13087/101 

15.5% 

1 328 319 

- 

- 

- 

-1 328 319 

- 

Development Bank of South Africa 

13392/101 

17.0% 

2 025 269 

- 

- 

- 

-2 025 269 

- 

Development Bank of South Africa 

13393/101 

17.0% 

2 138 180 

- 

- 

- 

-2 138 180 

- 

Development Bank of South Africa 

13604/101 

15.7% 

13 920 675 

- 

- 

-300 000 

-13 620 675 

- 

Development Bank of South Africa 

13604/103 

15.7% 

7 616 728 

- 

- 

- 

-7 616 728 

- 

Development Bank of South Africa 

61007375 

9.0% 

- 


3 047 

-970 992 

9 105 994 

8 138 049 

Development Bank of South Africa 

61007376 

9.0% 

- 


6 525 

-223 673 

21 237 403 

21 020 255 

TOTAL EXTERNAL LOANS 



30 648 732 

- 

9 572 

-1 500 000 

- 

29 158 304 
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Cost / Revaluation 

Accumulated depreciation 




Opening 

balance 

Additions 

Increase in 

revaluation 

Under 

construction 

Disposals 

Other 

movements 

Closing 

balance 

Opening 

balance 

Depreciation 

Disposals 

Impairment 
loss / reversal 
of impairment 
loss 

Closing 

balance 

Transfers 

Carrying value 


R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

Land 

144 964 136 

8 244 379 



-140 022 

544 174 

153 612 667 

16 909 645 

445 200 


393 994 

17 748 839 


135 863 828 

Buildings 

48 657 397 

- 

- 

5 011 219 

- 

- 

53 668 615 

19 819 047 

3 382 563 

- 

- 

23 201 610 

- 

30 467 006 

Infrastructure 

620 238 700 

281 375 

- 

47 520 366 

-2 158 528 

- 

665 881 913 

116 651 021 

21 946 978 

794 684 

- 

137 803 315 

- 

528 078 598 

Community 

72 930 917 

115 769 

- 

- 

- 

- 

73 046 686 

23 002 765 

4 113 892 

- 

620 598 

27 737 256 

- 

45 309 430 

Game / animals 

4 581 500 

- 

1 555 408 


-212 500 

185 500 

6 109 908 

- 

1 099 958 

- 

- 

1 099 958 

- 

5 009 950 

Other Assets 

41 616 605 

1 842 826 

- 

- 

-2 099 108 

- 

41 360 323 

17 944 656 

5 578 140 

1 738 806 

- 

21 783 990 

- 

19 576 333 

TOTAL 

932 989 254 

10 484 349 

1 555 408 

52 531 585 

-4 610 158 

729 674 

993 680 112 

194 327 135 

36 566 731 

2 533 490 

1 014 592 

229 374 968 

- 

764 305 144 
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SEGMENTAL ANALYSIS OF PROPERTY PLANT AND EQUIPMENT AS AT 30 JUNE 2016 



Cost / Revaluation 

Accumulated depreciation 













Impairment 


Carrying value 


Opening 

balance 

Additions 

Increase in 

revaluation 

Under 

construction 

Disposals 

Other 

Movements 

Closing 

balance 

Opening 

balance 

Additions 

Disposals 

loss / reversal 
of impairment 

Closing 

balance 













loss 




R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

Office of the Mayor 

61 936 






61 936 

9 883 




9 883 

52 053 

Office of the Speaker 

289 963 

- 

- 

- 

- 

- 

289 963 

- 

- 

- 

- 

- 

289 963 

Office of the Municipal Manager 

1 087 413 

23 751 

- 

- 

- 

- 

1 111 164 

110 242 

- 

- 

- 

110 242 

1 000 922 

Financial Services 

2 415 904 

39 867 

- 

- 

- 

- 

2 455 771 

225 792 

- 

- 

- 

225 792 

2 229 979 

Administration 

3 326 283 

36 955 

- 

- 

- 

- 

3 363 238 

- 

- 

- 

- 

- 

3 363 238 

Human Resource 

1 174 287 

7 003 

- 

- 

- 

- 

1 181 290 

315 222 

- 

- 

- 

315 222 

866 068 

Community Services 

3 853 890 

63 597 

- 

- 

- 

- 

3 917 487 

949 389 

- 

- 

- 

949 389 

2 968 098 

Parks 

2 207 

- 

- 

- 

- 

- 

2 207 

- 

- 

- 

- 

- 

2 207 

Recreational Facilities 

2 207 556 

304 216 

- 

- 

- 

- 

2 511 772 

- 

- 

- 

- 

- 

2 511 772 

Community Facilities 

2 344 814 

115 769 

- 

5 011 219 

- 

- 

7 471 802 

- 

- 

- 

- 

- 

7 471 802 

Libraries 

26 192 

- 

- 

- 

- 

- 

26 192 

- 

- 

- 

- 

- 

26 192 

Cemeteries 

73 528 

- 

- 

- 

- 

- 

73 528 

4 974 

- 

- 

- 

4 974 

68 554 

Traffic 

193 083 

- 

- 

- 

- 

- 

193 083 

- 

- 

- 

- 

- 

193 083 

Licensing 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Nature Reserve 

6 431 400 

106 132 

1 555 408 

- 

212 500 

185 500 

8 065 940 

- 

- 

- 

- 

- 

8 065 940 

Housing Administration 

5 476 

- 

- 

- 

- 

- 

5 476 

- 

- 

- 

- 

- 

5 476 

Fire and Disaster Services 

824 538 

- 

- 

- 

- 

- 

824 538 

- 

- 

- 

- 

- 

824 538 

Technical Services 

902 633 692 

9 728 151 

- 

47 520 366 

4 397 658 

544 174 

956 028 725 

192 595 210 

37 581 324 

2 533 490 

- 

227 643 044 

728 385 681 

Electricity 

749 438 

- 

- 

- 

- 

- 

749 438 

25 121 

- 

- 

- 

25 121 

724 317 

Water 

443 988 

- 

- 

- 

- 

- 

443 988 

4 186 

- 

- 

- 

4 186 

439 802 

Refuse Removal 

2 745 119 

45 300 

- 

- 

- 

- 

2 790 419 

- 

- 

- 

- 

- 

2 790 419 

Sewerage and Sanitation 

824 663 

13 608 

- 

- 

- 

- 

838 271 

- 

- 

- 

- 

- 

838 271 

Roads and Street Lighting 

665 834 

- 

- 

- 

- 

- 

665 834 

- 

- 

- 

- 

- 

665 834 

Town Planning 

27 155 

- 

- 

- 

- 

- 

27 155 

- 

- 

- 

- 

- 

27 155 

Project Management Unit 

32 323 

- 

- 

- 

- 

- 

32 323 

- 

- 

- 

- 

- 

32 323 

Mechanical Workshop 

548 571 

- 

- 

- 

- 

- 

548 571 

87 115 

- 

- 

- 

87 115 

461 456 

EDTA 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

TOTAL 

932 989 253 

10 484 349 

1 555 408 

52 531 585 

4 610 158 

729 674 

993 680 111 

194 327 134 

37 581 324 

2 533 490 

- 

229 374 968 

764 305 143 
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NALEDI LOCAL MUNICIPALITY 
APPENDIX D 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2016 



2016 

2015 

Actual income 

R 

Actual Expenditure 

R 

Surplus / (Deficit) 

R 

Actual income 

R 

Actual Expenditure 

R 

Surplus / (Deficit) 

R 

Office of the Mayor 


2 907 549 

-2 907 549 


2 466 497 

-2 466 497 

Office of the Speaker 

- 

9 171 939 

-9 171 939 

- 

8 418 418 

-8 418 418 

Office of the Municipal Manager 

- 

16 754 913 

-16 754 913 

- 

15 305 883 

-15 305 883 

Financial Services 

143 183 595 

77 456 389 

65 727 206 

102 274 287 

65 516 917 

36 757 370 

Administration 

4 561 873 

22 021 054 

-17 459 181 

101 043 

21 302 886 

-21 201 842 

Human Resource 

198 321 

6 158 625 

-5 960 304 

653 981 

7 187 127 

-6 533 146 

Community Services 

- 

6 030 031 

-6 030 031 

- 

4 768 850 

-4 768 850 

Parks 

- 

5 058 643 

-5 058 643 

- 

4 005 563 

-4 005 563 

Recreational Facilities 

202 556 

2 205 990 

-2 003 433 

340 114 

1 883 592 

-1 543 478 

Community Facilities 

1 777 417 

2 746 869 

-969 452 

3 887 777 

2 280 030 

1 607 747 

Libraries 

1 454 751 

2 967 363 

-1 512 612 

509 390 

2 625 321 

-2 115 932 

Cemeteries 

259 236 

1 744 875 

-1 485 638 

240 659 

1 480 598 

-1 239 940 

Traffic 

8 462 839 

9 873 034 

-1 410 196 

8 793 994 

10 747 130 

-1 953 136 

Licensing 

105 466 

9 175 509 

-9 070 043 

- 

8 268 809 

-8 268 809 

Nature Reserve 

323 643 

4 670 697 

-4 347 054 

1 083 653 

4 115 958 

-3 032 305 

Housing Administration 

401 641 

172 592 

229 048 

541 085 

9 946 

531 139 

Fire and Disaster Services 

- 

10 446 310 

-10 446 310 

700 000 

10 005 347 

-9 305 347 

Technical Services 

8 137 654 

45 021 546 

-36 883 892 

- 

346 847 041 

-346 847 041 

Electricity 

130 271 569 

94 950 942 

35 320 627 

130 894 589 

83 716 971 

47 177 618 

Water 

14 867 707 

32 834 759 

-17 967 051 

20 881 221 

29 039 187 

-8 157 966 

Refuse Removal 

16 052 401 

19 979 990 

-3 927 589 

15 791 351 

18 570 859 

-2 779 507 

Sewerage and Sanitation 

15 477 510 

14 279 718 

1 197 792 

16 106 991 

11 463 117 

4 643 873 

Roads and Street Lighting 

502 737 

17 113 395 

-16 610 658 

28 122 974 

20 881 016 

7 241 958 

Town Planning 

476 676 

1 212 490 

-735 814 

298 091 

1 101 579 

-803 488 

Project Management Unit 

28 231 189 

4 803 

28 226 386 

30 627 419 

6 849 

30 620 570 

Mechanical Workshop 

- 

929 431 

-929 431 

- 

1 123 860 

-1 123 860 

EDTA 

- 

2 428 220 

-2 428 220 

- 

2 102 710 

-2 102 710 

Total 

374 948 782 

418 317 674 

-43 368 892 

361 848 619 

685 242 061 

-323 393 442 
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NALEDI LOCAL MUNICIPALITY 
APPENDIX E 

ACTUAL VERSUS BUDGET (ACQUISITION OF PROPERTY, PLANT AND EQUIPMENT) FOR THE YEAR ENDED 30 JUNE 2016 



2016 

Explanation of significant variances greater than 10% versus 
budget 

Actual 

R 

Increase in 

revaluation 

R 

Under 

construction 

R 

Total 

additions 

R 

Budget 

R 

Variance 

R 

% 

Office of the Mayor 







0% 


Office of the Speaker 

- 

- 

- 

- 

- 

- 

0% 

- 

Office of the Municipal Manager 

23 751 

- 

- 

23 751 

- 

-23 751 

-100% 

Furniture additions not anticipated as per budget 

Financial Services 

39 867 

- 

- 

39 867 

100 000 

60 133 

60% 

Equipment usage lifespan increased due to cashflow 

Administration 

36 955 


4 549 830 

4 586 785 

4 850 000 

263 215 

5% 

- 

Human Resource 

7 003 


- 

7 003 

- 

-7 003 

-100% 

Furniture additions not anticipated as per budget 

Community Services 

63 597 

- 

- 

63 597 

- 

-63 597 

-100% 

Furniture additions not anticipated as per budget 

Parks 

- 

- 

- 

- 

- 


0% 

- 

Recreational Facilities 

304 216 

- 

- 

304 216 

- 

-304 216 

-100% 

Equipment additions not anticipated as per budget 

Community Facilities 

115 769 


461 389 

577 158 

4 950 000 

4 372 842 

88% 

Stella offces expenditure incurred under administration 

Libraries 

- 


- 


- 


0% 

- 

Cemeteries 

- 


- 




0% 

- 

T raffic 

- 

- 

- 

- 



0% 

- 

Licensing 

- 

- 

- 

- 

- 

- 

0% 

- 

Nature Reserve 

106 132 

1 555 408 

- 

1 661 540 

- 

-1 661 540 

-100% 

Revaluation of game animals to market values 

Housing Administration 

- 

- 

- 

- 

- 


0% 

- 

Fire and Disaster Services 

- 

- 

- 

- 



0% 

- 

Technical Services 

9 728 151 

- 

47 520 366 

57 248 517 

- 

-57 248 517 

-100% 

Expenditure budgetted under sub-votes incurred on main vote 

Electricity 

- 

- 

- 

- 

20 000 000 

20 000 000 

100% 

Expenditure budgetted under sub-votes incurred on main vote 

Water 

- 

- 

- 

- 



0% 

- 

Refuse Removal 

45 300 

- 

- 

45 300 

800 000 

754 700 

94% 

Expenditure budgetted under sub-votes incurred on main vote 

Sewerage and Sanitation 

13 608 

- 

- 

13 608 

- 

-13 608 

-100% 

Equipment additions not anticipated as per budget 

Roads and Street Lighting 

- 

- 

- 

- 

10 663 000 

10 663 000 

100% 

Expenditure budgetted under sub-votes incurred on main vote 

Town Planning 

- 

- 

- 

- 

- 

- 

0% 

- 

Project Management Unit 




- 


- 

0% 

- 

Mechanical Workshop 

- 

- 

- 



- 

0% 

- 

EDTA 

- 

- 

- 

- 


- 

0% 

- 

TOTAL 

10 484 349 

1 555 408 

52 531 585 

64 571 342 

41 363 000 

-23 208 342 

-56.11% 



Note: This schedule is unaudited 


171 of 188 


Report of the auditor-geneial to the North West 
provincial legislature and the council on the Naledi 
Local Municipality 

Repoiton the financial statements 
InbDduction 

1. I have audited the financial statements of the Naledi Local Municipality set out on pages 86 to 
90 and 94 to 166 which comprise the statement of financial position as at 30 June 2016, the 
statement of financial performance, statement of changes in net assets, cash flow statement 
and the statement of comparison of budget with actual amounts for the year then ended, as 
well as the notes, comprising a summary of significant accounting policies and other 
explanatory information. 

Accounting officer's responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these financial 
statements in accordance with the South African Standards of Generally Recognised 
Accounting Practice (SA standards of GRAP) and the requirements of the Municipal Finance 
Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) and the Division of 
Revenue Act of South Africa, 2015 (Act No. 1 of 2015) (DoRA) and for such internal control as 
the accounting officer determines is necessary to enable the preparation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

AudHor-geneiBrs responsibility 

3. My responsibility is to express an opinion on these financial statements based on my audit. I 
conducted my audit in accordance with International Standards on Auditing. Those standards 
require that I comply with ethical requirements, and plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well 
as evaluating the overall presentation of the financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis 
for my audit opinion. 
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Opinion 


6. In my opinion, the financial statements present fairly, in all material respects, the financial 
position of the Naledi Local Municipality as at 30 June 2016 and its financial performance and 
cash flows for the year then ended, in accordance with the SA standards of GRAP and the 
requirements of the MFMA and the DoRA. 

Emphasis of matteis 

7. I draw attention to the matters below. My opinion is not modified in respect of these matters. 

Unauthorised, imeguiarand fiuitlessand wastefui expenditure 

8. As disclosed in note 35.1 to the financial statements, unauthorised expenditure of 
R60 158 320 was incurred in the current year. 

9. As disclosed in note 35.2 to the financial statements, fruitless and wasteful expenditure of 
R 29 515 344 was incurred in the current year and fruitless and wasteful expenditure from 
prior years of R32 316 980 had not yet been dealt with in accordance with section 32 of the 
MFMA. 

10. As disclosed in note 35.3 to the financial statements, irregular expenditure of R3 163 057 was 
incurred in the current year and irregular expenditure from prior years of R153 735 253 had 
not yet been dealt with in accordance with section 32 of the MFMA. 

Material losses 

11. As disclosed in note 23 to the financial statements, material losses to the amount of 
R41 050 411 (2015: R30 068 238) were incurred as a result of significant impairment of 
debtors. 

12. As disclosed in note 27 to the financial statements, material distribution losses of R6 373 649 
(2015: Rll 218 757) and R8 135 879 (2015: R6 455 566) were incurred as a result of 
electricity and water losses respectively. 

Going concern 

13. Note 45 to the financial statements indicates that the Naledi Local Municipality incurred a net 
loss of R43 368 892 during the year ended 30 June 2016 and, as of that date, the 
municipality’s current liabilities exceeded its current assets by R350 945 925. These 
conditions, along with other matters as set forth in note 45, indicate the existence of a material 
uncertainty that may cast significant doubt on the municipality’s ability to operate as a going 
concern. 

Restatement of comesponding figures 

14. As disclosed in note 34 to the financial statements, the corresponding figures for 30 June 2015 
have been restated as a result of errors discovered during 2016 in the financial statements of 
the Naledi Local Municipality as at, and for the year ended, 30 June 2015. 

Sgnific a nt unc erta inties 

15. With reference to note 40 to the financial statements, the municipality is the defendant in a 
number of legal matters. The municipality is contesting these claims. The ultimate outcome of 
the matter cannot presently be determined and no provision for any liability that may result has 
been made in the financial statements. 
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Additional matteis 


16. I draw attention to the matters below. My opinion is not modified in respect of these matters. 

Unaudited disclosuie notes 

17. In terms of section 125(2)(e) of the MFMA the municipality is required to disclose particulars of 
non-compliance with the MFMA. This disclosure requirement did not form part of the audit of 
the financial statements and accordingly I do not express an opinion thereon. 

Unaudited supplementaiy schedules 

18. The supplementary information set out on pages 167 to 171 does not form part of the financial 
statements and is presented as additional information. I have not audited these schedules and 
accordingly I do not express an opinion thereon. 

Report on other legal and regulatory requirements 

19. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and 
the general notice issued in terms thereof, I have a responsibility to report findings on the 
reported performance information against predetermined objectives for selected key 
performance areas (KPA) presented in the annual performance report, compliance with 
legislation and internal control. The objective of my tests was to identify reportable findings as 
described under each subheading but not to gather evidence to express assurance on these 
matters. Accordingly, I do not express an opinion or conclusion on these matters. 

ftedetBimined objectives 

20. I performed procedures to obtain evidence about the usefulness and reliability of the reported 
performance information for the following selected key performance areas presented in the 
annual performance report of the municipality for the year ended 30 June 2016: 

• KPA 2: Basic service delivery and infrastructure development on pages 38 to 62 

• KPA 5: Local economic development on pages 63 to 67 

21. I evaluated the usefulness of the reported performance information to determine whether it 
was consistent with the planned objectives. I further performed tests to determine whether 
indicators and targets were well defined, verifiable, specific, measurable, time bound and 
relevant, as required by the National Treasury’s Framework for managing programme 
performance information (FMPPI). 

22. I assessed the reliability of the reported performance information to determine whether it was 
valid, accurate and complete. 

23. The material findings in respect of the selected objectives are as follows: 

KPA 2: Basic service delivery and infrastructure development 
Usefulness of reported performance information 

24. Section 41(c) of the Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA) requires the 
integrated development plan to form the basis for the annual report, therefore requiring 
consistency of objectives, indicators and targets between planning and reporting documents. A 
total of 95% of the reported objectives, 98% of the reported indicators and 99% of the reported 
targets were not consistent with those in the approved integrated development plan. 

25. Section 54(l)(c) of the MFMA determines that the service delivery and budget implementation 
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plan adopted by the municipal council may be amended only if the council approves an 
adjustment budget. Changes to the service delivery and budget implementation plan in the 
year have to be made in accordance with the process as prescribed per section 28 of the 
MFMA. Material changes were made to important indicators and targets reported in the annual 
performance report, without adoption by the municipal council. 

26. The FMPPI requires that indicators be well defined and verifiable and targets be specific, 
measureable and time bound: 

• Significantly important indicators were not well defined. 

• A total of 59% of the indicators were not verifiable. 

• Significantly important targets were not specific. 

• Significantly important targets could not be measured. 

27. A total of 75% of indicators did not relate logically and directly to an aspect of the auditee’s 
mandate and the realisation of strategic goals and objectives as per the service delivery and 
budget implementation plan, as required by the FMPPI. 

Reliability of reported perfbrmance information 

28. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and store 
performance information to ensure reliable reporting of actual achievements against planned 
objectives, indicators and targets. I was unable to obtain the information and explanations I 
considered necessary to satisfy myself as to the reliability of the reported performance 
information. This was due to limitations placed on the scope of my work due to the fact that the 
auditee could not provide sufficient appropriate evidence in support of the reported 
performance information and the auditee’s records not permitting the application of alternative 
audit procedures. 

KPA 5: bDcal economic development 
Usefulness of lepoited perfbrmance infbimation 

29. The FMPPI requires that indicators be well defined and verifiable and targets be specific, 
measureable and time bound: 

• Significantly important targets were not specific. 

• Significantly important targets could not be measured. 

Reliability of reported perfbrmance infbrmation 

30. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and store 
performance information to ensure reliable reporting of actual achievements against planned 
objectives, indicators and targets. The reported performance information was not reliable when 
compared to the evidence provided. 

Additionai matters 

31. I draw attention to the following matters: 

Ac hievement of pia nned ta rgets 

32. Refer to the annual performance report on pages 38 to 62 and 63 to 67 for information on the 
achievement of the planned targets for the year. This information should be considered in the 
context of the material findings on the usefulness and reliability of the reported performance 
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information for the selected key performance areas reported in paragraphs 38 to 67 of this 
report. 

Unaudited supplementaiy schedules 

33. The supplementary information set out on pages 167 to 171 does not form part of the annual 
performance report and is presented as additional information. I have not audited these 
schedules and, accordingly, I do not report thereon. 

Compliance with legislation 

34. I performed procedures to obtain evidence that the municipality had complied with applicable 
legislation regarding financial matters, financial management and other related matters. My 
findings on material compliance with specific matters in key legislation, as set out in the 
general notice issued in terms of the PAA, are as follows: 

Strategic planning and peifoimance management 

35. The performance management system and related controls were inadequate for the processes 
of performance planning, monitoring, reporting, improvement and how it is conducted, 
organised and managed, as required by sections 38 of the MSA and regulation 7 of the 
Municipal planning and performance management regulations. 

Annual financial Statements 

36. The financial statements submitted for auditing were not prepared in all material respects in 
accordance with the requirements of section 122 of the MFMA. Material misstatements of non- 
current assets, current assets, current liabilities, revenue and disclosure items identified by the 
auditors in the submitted financial statements were subsequently corrected, which resulted in 
the financial statements receiving an unqualified audit opinion. 

Expenditura management 

37. Money owed by the municipality was not always paid within 30 days, as required by section 
65(2)(e) of the MFMA. 

38. Reasonable steps were not taken to prevent unauthorised, irregular and fruitless and wasteful 
expenditure, as required by section 62(l)(d) of the MFMA. 

Rocuramentand contract management 

39. Thresholds for local content on designated sectors procurement were not properly applied in 
accordance with the requirements of regulation 9 of the Preferential Procurement Regulations. 

Consequence management 

40. Irregular and fruitless and wasteful expenditure incurred by the municipality was not 
investigated to determine if any person is liable for the expenditure, as required by section 
32(2)(a) and (b) of the MFMA. 

41. Allegations were not always investigated, as required by regulation 5(3) of the Disciplinary 
regulations for senior managers and section 171(4) of the MFMA. 

42. Allegations of financial misconduct laid against officials of the municipality were not 
investigated as required by section 171(4)(a) of the MFMA. 


176 of 188 


Budget 


43. The total unforeseen and unavoidable expenditure incurred exceeded R5 million, in 
contravention of regulation 72 of the Municipal Budget and Reporting Regulations. 

44. Unforeseen and unavoidable expenditure incurred by the municipality was not approved by the 
mayor as required by section 29(1) of the MFMA. 

Environmental management 

45. The municipality did not exercise its legislative and executive authority as required by section 
ll(3)(l) and (m) of the MSA by managing, monitoring and enforcing environmental related 
bylaws to promote a safe and healthy environment. 

46. The municipality operated its wastewater treatment facilities without a license in contravention 
of section 20(b) of the National Environmental Management Waste Act, 2008 (Act No. 59 of 
2008) (NEMWA), section 24(2)(a) of the National Environmental Management Act, 1998 
(Act No. 107 of 1998) (NEMA) and section 22(l)(b) of the National Water Act, 1998 

(Act No. 36 of 1998) (NWA). 

47. The municipality's operational activities at its waste disposals sites and wastewater treatment 
facilities contravened or failed to comply with the requirements of a waste management 
license or the norms and standards as required by sections 67(l)(f) and (h) of the NEMWA 
and sections 151(l)(c) and (i) of the NWA. 

48. The municipality’s waste management and disposal activities contravened or failed to comply 
with the requirements of section 28(1) of the NEMA, section 19 of the NWA and sections 
16(l)(c) and (d) and 26(l)(b) of the NEMWA. 

Internal control 

49. I considered internal control relevant to my audit of the financial statements, the annual 
performance report and compliance with legislation. The matters reported below are limited to 
the significant internal control deficiencies that resulted in the material adjustments to the 
financial statements, findings on the annual performance report and the findings on 
compliance with legislation included in this report. 

Leadership 

50. The municipality’s leadership did not exercise adequate oversight over financial and 
performance reporting, compliance monitoring and related internal controls. Policies and 
procedures did not adequately guide financial, performance and compliance activities as 
consequence management measures were not fully implemented. 

Hnancial and performance management 

51. Management’s internal controls and processes over the preparation and presentation of 
financial statements, performance reports and compliance monitoring were not able to ensure 
that the reports were free from material misstatements and material deviations from legislation. 
Numerous financial registers submitted by management did not agree to amounts as per the 
annual financial statement, and management did not adequately ensure the collection, 
collation, verification, storing and reporting of actual performance information. 

Governance 

52. The audit committee and internal audit fulfilled their functions, however, management did not 
adequately respond to the concerns raised by the audit committee, and did not implement all 
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recommendations made by internal audit resulting in the internal control environment over 
financial and performance information and compliance with laws and regulations being 
ineffective. 


port 


53. I draw attention to the following engagements that could potentially impact on the 
municipality’s financial, performance and compliance related matters. My opinion is not 
modified in respect of these engagements that are in progress. 

Investigations 

54. An independent consulting firm is performing an investigation at the request of the 
municipality, which covers the 2015-16 financial year. The investigation was initiated based on 
an allegation of the possible misappropriation of the municipality’s assets due to suspicious 
transactions in the debtors system. The investigation was still in progress on the date of this 
report. 

55. The Hawks investigative unit of the South African Police Service is currently investigating 
Naledi traffic officers accused of taking bribes. The investigation was still in progress on the 
date of this report. 

Rustenburg 

30 November 2016 



AUDITOR -GENERAL 


SOUTH AFRICA 


Io D jild public conlidenc 
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REMEDIAL ACTIONS TO ADDRESS 
AUDIT REPORT ISSUES 


January 2017 


Background: 

The 2015/16 Annual Report of the Naledi Local Municipality - including the report of the 
Auditor General - raises a number of issues that need to be addressed by Council and the 
Administration. 

The objectives are to: 

• meet the requirements of the Municipal Systems Act (32 of 2000) and the 
Municipal Finance Management Act (56 of 2003); 

• deliver on the broad mandate from the electorate and communities of Naledi 
to improve the quality of service delivery; and 

• ensure effective control over public finances. 
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No. 

Reference 

Issue 

Proposed Action 

By Whom 

Timeframe 

1 

AG/24 

Usefulness of reported 

Ensure that 

Municipal 

31 January 


AG/25 

performance information 

objectives are in 

Manager 

2017 


AG/26 


accordance with the 




AG/27 

The FMPPI requires that 

FMPPI requirements 

Supported by: 



AG/29 

indicators be well defined and 

(SMART) 

Manager: 




verifiable and targets be 


Planning and 




specific, measureable and time 

Management to 

Compliance 




bound. 

ensure that actual 
performance of 





The following objectives were 

planned targets is 





not: (a) well defined 

adequately reported 





(b) verifiable 

in the quarterly 





(c) measurable 

performance reports 





(d) specific 

so as to ensure that 





(e) time bound 

performance 





• Significantly 
important 
indicators were not 

information is 
continuously 
monitored and any 
possible 

misstatements are 





well defined. 





• A total of 59% of 

avoided when the 





the indicators were 

annual performance 





not verifiable. 

report is compiled. 





• Significantly 

Management ensure 





important targets 

availability of data 





were not specific. 

pertaining to the 





• Significantly 

important targets 
could not be 

measured. 

planned indicators in 
order to facilitate the 
reliability of actual 
reported 
performance 
information. 






Management to 
develop and 
implement 
appropriate systems 
to ensure that the 
data collected, 
processed and 
reported gives effect 
to the indicator as 
planned and also 
such reported 
information is 

verifiable based on 
these systems. 
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No. 

Reference 

Issue 

Proposed Action 

By Whom 

Timeframe 

2 

AG/28 

The FMPPI requires auditees to 

Ensure appropriate 

Executive 

30 June 



have appropriate systems to 

evidence is available 

Manager: Office 

2017 



collect, collate, verify and store 

in terms of the 

of the Municipal 




performance information to 

National Treasury's 

Manager 




ensure valid, accurate and 

Framework for 





complete reporting of actual 

managing 

Supported by: 




achievements against planned 

programme 

Manager: 




objectives, indicators and 

performance 

Planning and 




targets. The reported 

information (FMPPI). 

Compliance 




performance information was 
not valid, accurate and 

Management to 





complete when compared to 

develop and 





the source information or 

implement 





evidence provided. This was 

appropriate systems 





due to a lack of standard 

to ensure that the 





operating procedures or 

data collected. 





documented system 

processed and 





descriptions for the accurate 

reported gives effect 





recording of actual 

to the indicator as 





achievements and technical 

planned and also 





indicator descriptions for the 

such reported 





accurate measurement. 

information is 





recording and monitoring of 

verifiable based on 





performance. 

these systems. 






Management to 
develop and 
implement Standard 
operating procedures 
(SOPs) 



3 

AG/30 

The performance 

Ensure record 

Executive 

30 June 



management system and 

keeping and reports 

Manager: Office 

2017 



related controls were 

that describe the 

of the Municipal 




inadequate forthe processes 

processes followed 

Manager 




of performance planning. 

to maintain 





monitoring, reporting. 

performance 

Supported by: 




improvement and how it is 

management. 

Manager: 




conducted, organised and 


Planning and 




managed, as required by 

Management to 

Compliance 




sections 38 of the MSA and 

review PMS Policy 





regulation 7 of the Municipal 

and ensure 





planningand performance 

adherence to 





management regulations 
(MPPMR). 

relevant legislation. 




181 of 188 


No. 

Reference 

Issue 

Proposed Action 

By Whom 

Timeframe 

4 

AG/37 

Money owed by the 
municipality was not always 
paid within 30 days, as required 
by section 65(2)(e) of the 

MFMA. 

Through the 
municipality's 
financial turnaround 
strategy, the 
cashflow situation 
will be improved 
over the following 
three to five years. 

The current cashflow 

situation will 
unfortunately 
continue over the 

short to medium 

term until the 

financial turnaround 
strategy has been 
fully implemented. 

Chief Financial 

Officer 

Supported by : 
Manager: 

Revenue 

Ongoing 
(3-5 years) 

5 

AG/38 

Reasonable steps were not 
taken to prevent unauthorised 
expenditure, irregular 
expenditure and fruitless and 
wasteful expenditure, as 
required by section 62(1) (d) of 
the MFMA. 

Ensure the 
prevention of 
unauthorised, 
irregular and 
wasteful expenditure 
in accordance with 
Section 62 (1) (d) of 
MFMA. 

Chief Financial 

Officer 

Supported by: 
Assistant 

Manager: 

Creditors & 
Payments 

On-going 

6 

AG/39 

Thresholds for local content on 
designated sectors 
procurement were not 
properly applied in accordance 
with the requirements of 
regulation 9 of the Preferential 
Procurement Regulations 

Ensure goods are 
procured to meet 
requirements of SCM 
regulation 19 (a) and 
SCM regulation 

36(1). 

Chief Financial 

Officer 

Executive 

Manager 

Technical 

Services 

Support by 
Assistant 

Manager: Supply 
Chain 

Management 

30 June 

2017 

7 

AG/47 

Irregular and fruitless and 
wasteful expenditure incurred 
by the municipality was not 
investigated to determine if 
any person is liable for the 
expenditure, as required by 
section 32(2)(a) and (b) of the 
MFMA 

Ensure investigations 
are done to meet 
requirements of 
Section 32 (2)(a) and 
(b) of MFMA 

Municipal 

Manager 

Chief Financial 

Officer 

30 June 

2017 
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No. 

Reference 

Issue 

Proposed Action 

By Whom 

Timeframe 

8 

AG/48 

Allegations were not always 
investigated, as required by 
regulation 5(3) of the 

Disciplinary regulations for 
senior managers and section 
171(4) ofthe MFMA. 

Ensure that 
investigations take 
place to determine 
the recoverability of 
expenditure as per 
regulation (5) (3) of 
the Disciplinary 
regulation for senior 
managers and 
section 171(4) ofthe 
MFMA. 

Office of 

Municipal 

Manager (Chief 
Audit Executive) 

Supported by 
Executive 

Manager: 

Corporate 

Services 
(Legal Services) 

30 June 

2017 

9 

AG/49 

Allegations of financial 
misconduct laid against 
officials ofthe municipality 
were not investigated as 
required by section 171(4) (a) 
ofthe MFMA. 

Ensure compliance 
with regulation 72 of 
the Municipal 

Budget and 

Reporting 

Regulations 

Municipal 

Manager 

Supported by 

Chief Audit 

Executive 

30 June 

2017 

10 

AG/44 

Unforeseen and unavoidable 
expenditure incurred by the 
municipality was not approved 
by the mayor as required by 
section 29(]) ofthe MFMA. 

Ensure compliance 
with section 29(1) of 
the MFMA on 
approval of 

Unforeseen and 

unavoidable 

expenditure 

Municipal 

Manager 

Chief Financial 

Officer 

30 June 

2017 

11 

AG/46 

The municipality operated its 
waste disposal sites and 
wastewater treatment facilities 

without a license in 
contravention of section 20(b) 
ofthe National Environmental 
Management Waste Act, 2008 
(Act No. 59 of 2008) (NEMWA), 
section 24(2)(a) ofthe National 
Environmental Management 

Act, 1998 (Act No. 107 of 1998) 
(NEMA) and section 22(l)(b) of 
the National Water Act, 1998 
(Act No. 36 of 1998) (NWA). 

Ensure that licences 
are in place in 
compliance with 
applicable 
legislations of 
environmental 
management and 

water 

(Process for licensing 
landfill site takes 
about 18 months) 

Executive 

Manager: 

Community 

Services 

30 June 

2018 

12 

AG/47 

The municipality's operational 
activities at its waste disposal 
sites and wastewater treatment 

facilities contravened or failed 
to comply with the 
requirements of a waste 
management license, section 
67(l)(f) and (h) ofthe NEMWA 
and section 151(l)(c) and (i) of 
the NWA. 

Ensure that 
operations ofthe 
waste disposal sites 
and wastewater 

treatment facilities 
comply with the 
requirements of a 
waste management 

license 

Executive 

Manager: 

Community 

Services 

30 June 

2017 
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No. 

Reference 

Issue 

Proposed Action 

By Whom 

Timeframe 

13 

AG/48 

The municipality's waste 
management and disposal 
activities contravened or failed 
to comply with the 
requirements of section 28(1) 
of the NEMA, section 19 of the 
NWA and sections 16(l)(c) and 
(d) and 26(l)(b) of the NEMWA. 

Ensure that activities 

of waste 

management and 
disposal comply with 
the requirements of 
section 28(1) of the 
NEMA, section 19 of 
the NWA and 
sections 16(l)(c) and 
(d) and 26(l)(b) of 
the NEMWA. 

Executive 

Manager: 

Community 

Services 

30 June 

2017 

14 

AG/45 

The municipality did not 
exercise its legislative and 
executive authority as required 
by section ll(3)(l) and (m) of 
the MSA by managing, 
monitoring and enforcing 
environmental related by-laws 
to promote a safe and healthy 
environment. 

Ensure that the 
municipality 
exercises its 
legislative and 
executive authority 
as required by 
section ll(3)(l) and 
(m) of the MSA. 

By laws developed 
and awaiting 
promulgation. 

Executive 

Manager: 

Community 

Services 

30 June 

2017 

15 

AG/50 

The municipality's leadership 
did not exercise adequate 
oversight overfinancial and 
performance reporting, 
compliance monitoring and 
related internal controls. 

Policies and procedures did not 
adequately guidefinancial, 
performance and compliance 
activities as consequence 
management measures were 
notfully implemented 

Ensure that adequate 

oversight 

responsibility 

regarding 

performance 

reporting, 

compliance, 

monitoring and 

related internal 

control is 
implemented. 

Make all employees 
aware of the values 
of the organisation 
and ensure that 
Councillors, 

Executive Managers 
and key managers 
are aware of relevant 
legislation pertaining 
to their roles and 
responsibilities 

Municipal 

Manager 

and 

All Executive 
Managers 

30 June 

2017 

16 

AG/51 

Numerousfinancial registers 
submitted by management did 
not agree to amounts as per 
the annual financialstatement, 
and management did not 
adequately ensurethe 
collection, collation, 
verification, storing and 
reporting of actual 
performance information. 

Ensure proper record 
keeping is in place 
and accurate 

information available 

for financial 
reporting and 
performance 
information. 

Chief Financial 

Officer 

30 June 

2017 
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No. 

Reference 

Issue 

Proposed Action 

By Whom 

Timeframe 

17 

AG/36 

Management's internal controls 
and processes over the 
preparation and presentation of 
financial statements were not 

able to ensure that the 

financials were free from 

material misstatements. As a 
result, material corrections had 
to be made. 

Ensure that there are 

internal controls and 
processes over the 
preparation of 
financial statements 

to ensure that the 

financial statements 

are free from 

material 

misstatements. 

Chief Financial 

Officer 

31 August 
2017 

18 

AG/49 

The significant internal control 
deficiencies that resulted in the 
material findings on the annual 
performance report and the 
findings on compliance with 
legislation. 

Ensure that formal 
controls are designed 
in order to review 

and monitor 
compliance with 
applicable laws and 
regulations and 
performance 
reporting 

Municipal 

Manager 

Supported by: 
Manager: 

Planning and 
Compliance 

31 August 
2017 

19 

AG/52 

The audit committee and 

internal audit fulfilledtheir 
f unct bns, however, 
management did not 
adequately respond to the 
concerns raised by the audit 
committee, and did not 
implement all 

recommendations made by 
internal audit resulting in the 
internal control environment 

over financial and 
performance information and 
compliance with laws and 
regulations being ineffective 

Engage with the 
audit committee on a 
regular basis and 
discuss progress on 
the implementation 
of Audit Committee 

Recommendations. 

Municipal 

Manager 

All Executive 
Managers 

Supported by: 
MPAC 

30 June 

2017 
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NALEDI LOCAL MUNICIPALITY 

ANNUAL REPORT OF THE AUDIT AND PERFORMANCE COMMITTEE FOR THE FINANCIAL YEAR 

ENDED 30 JUNE 2016 


1. INTRODUCTION 

The Chairperson of the Audit and Performance Committee has pieasure in submitting herewith the annuai 
report for the financiai year ended 30 June 2016. 

2. THE LEGAL FRAMEWORK GOVERNING THE AUDIT AND PERFORMANCE COMMITTEE 

Section 166(1) of the Locai Government: Municipai Finance Management Act, (Act number 56 of 2003) 
(MFMA) requires from each municipaiity to have an audit committee. 

In terms of section 166(2) (a) of the MFMA the “audit committee is an independent advisory body which 
must “amongst others” advise the municipai councii on matters reiating to- 

• internai financiai controi and internai audits; 

• risk management; 

• accounting poiicies; 

• the adequacy, reiiabiiity and accuracy of financiai reporting and information; 

• performance management; 

• effective governance; 

• compiiance with this Act, the annuai Division of Revenue Act and any other appiicabie iegisiation; 

• performance evaiuation; and 

• any other issues referred to it by the municipaiity. 

In addition sections 166(2) (b) (c) (d) and (e) requires from the committee to review the annuai financiai 
statements, respond to councii on any issues raised by the Auditor-Generai South Africa in the audit 
report, carry out such investigations into the financiai affairs of the municipaiity as the Councii may 
request and perform such other functions as may be prescribed. 

3. GOVERNANCE OF THE AUDIT AND PERFORMANCE COMMITTEE 

The Audit and Performance Committee has adopted appropriate terms of reference which are captured in 
an Audit and Performance Committee Charter, approved by Councii. The Committee has approved an 
Internai Audit Charter which reguiates the operations of the internai audit shared service. 

The Chief Audit Executive reports operationaiiy to the Audit Committee. 

The members of the Audit and Performance Committee during the period 1 Juiy 2015 to 30 June 2016 
were: 


Member 

Position 

Mr. G. Ramorwesi 

Chairperson 

Mr. T. Berend 

Member 

Mr. 0. Jacobs 

Member 

Ms. D. Mongwaketse 

Member 

Ms. F. Mudau 

Member 

Mr. S. Ngobeni 

Member 


The Audit and Performance Committee convened reguiariy during the period 1 Juiy 2015 to 30 June 2016 
as set out in the foiiowing tabie: 


Date 

G. 

Ramorwesi 

T. 

Berend 

0. 

Jacobs 

D. 

Mongwaketse 

F. Mudau 

S. 

Ngobeni 

24-25 August 

✓ 

✓ 

✓ 

✓ 

Apoiogy 

✓ 
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2015 







8 October 

2015 

✓ 

✓ 

Apoiogy 

✓ 

✓ 

✓ 

3-4 

December 

2015 

✓ 

✓ 

✓ 

✓ 

Apoiogy 

✓ 

26-27 

January 2016 

✓ 

✓ 

✓ 

✓ 

Apoiogy 

✓ 

10-11 May 
2016 

✓ 

✓ 

✓ 

✓ 

✓ 

✓ 


4. INTERNAL CONTROL AND INTERNAL AUDITS 

The Audit and Performance Committee has taken note of the internai controi deficiencies as reported by 
Internai Audit and advise management to immediateiy address the matters identified. 

5. RISK MANAGEMENT 

The Risk Management Committee Chairperson reported aii risk management responsibiiities to the Audit 
and Performance Committee throughout the financiai year. The updated Risk Management Assessment 
Reports for 2015-2016 was noted by the Audit and Performance Committee. 

The Audit and performance Committee advises management and councii to take note of the priority risks 
which need urgent attention and/or mitigation and possibie measures which couid be impiemented as 
indicated in the Risk Management Assessment Reports. 

6. ACCOUNTING POLICIES 

Accounting Poiicies are part of the Annuai Financiai Statements (AFS). The review process was foiiowed 
by the Audit and Performance Committee; refer to Paragraph 12 for more information on AFS. 

7. THE ADEQUACY, RELIABILITY AND ACCURACY OF FINANCIAL REPORTING AND 
INFORMATION 

The Audit and Performance Committee has taken note of materiai misstatements identified in the Auditor- 
Generai’s Audit Report which stated that the financiai statements submitted for auditing were not 
prepared in aii materiai respects in accordance with the requirements of section 122 of the MFMA. 

The Audit and Performance Committee advises management and councii to take note of the materiai 
misstatements identified by the auditors in the submitted financiai statements that were subsequentiy 
corrected and the supporting records that were provided subsequentiy, resuiting in the financiai 
statements receiving an unquaiified audit opinion. 


8. PERFORMANCE MANAGEMENT 

The Audit and Performance Committee has taken note of the adequate system of internai controi for the 
Performance Management System (PMS) of the municipaiity as reported by Internai Audit throughout the 
financiai year and the ineffective controis that were not corrected by management. 

The Audit and Performance Committee has taken note of the unsatisfactory assessment by the Auditor- 
Generai on the usefuiness and reiiabiiity of reported performance information and advises management 
and councii to deveiop an action pian as eariy as possibie to address these matters. 


9. GOVERNANCE 
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The Audit and performance Committee advises management and councii to take note of matters 
identified in the Auditor-Generai’s Audit Report which stated that the municipaiity has not exercised 
oversight responsibiiity regarding financiai and performance reporting and compiiance and reiated internai 
controis. 


10. COMPLIANCE WITH THIS ACT, THE ANNUAL DIVISION OF REVENUE ACT AND ANY 
OTHER APPLICABLE LEGISLATION 

The Audit and Performance Committee take note of the findings on non-compiiance with specific matters 
in key iegisiation as highiighted by the Internai Audit and advise management and councii to adhere to 
the timeframes. 

The Audit and Performance Committee advises management and councii to immediateiy address matters 
of materiai non-compiiance with applicable legislation regarding financial matters, financial 
management and other related matters as identified in the Auditor-Generai’s Audit Report. 

11. PERFORMANCE EVALUATION 

The performance of the Municipai Manager and Managers reporting directiy to the Municipai Manager for 
the reporting period ended 30 June 2016 has not been conducted. 

The Audit and Performance Committee advise management and Councii to immediateiy address the 
outstanding performance evaiuations of the Municipai Manager and Managers reporting directiy to the 
Municipai Manager. 

12. REVIEW OF ANNUAL FINANCIAL STATEMENTS 

The Audit and Performance Committee has reviewed the Audit Report of the Auditor-Generai and has 
noted the unquaiified audit opinion expressed by the Auditor-Generai in his report on the Annuai Financiai 
Statements. 


13. THE AUDITOR-GENERAL SOUTH AFRICA (AGSA) 

The Audit and Performance Committee concurs with and accepts the AGSA’s conciusions on the Annuai 
Financiai Statements and other iegai and reguiatory matters, and is of the view that the audited Annuai 
Financiai Statements be accepted and read together with the report of the AGSA. 

14. APPRECIATION 

The Audit and Performance Committee expresses its sincere appreciation to the Mayor, Councii, 
Municipai Manager, Management, Officiais, Auditor-Generai South Africa and the Internai Audit Shared 
Service for their support to the Audit and Performance Committee during the year under review. 



Chairperson of the Audit and Performance Committee 
G. Ramorwesi 
13 January 2017 
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